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BL ADES. EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS : 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion Hoi:se 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : ‘* Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 

BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS, 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IN IPERIAL BANK OF PERSIA 


icorporated by al Charter, 1889) 


Capital fully c alled up - £650,009 Reserve Account - - £670,000 
vith wer to increase to £4.000,0C0 
Reserve L iabil ity of Pre prietors under the Charter - - - -£1,000,000 


LONDON BANKERS : 


THe WESTMINSTER BANK LIMITED, LOMBARD STREET. Lioyps Bank LiMiTED. 
HEAD OFFICE : 
33/36 Kinc W1LL1aAM STREET, Lonpon, E.C.4, 
CHIEF OFFICE IN PERSIA : 
TEHERAN. 


BRANCHES IN PERSIA : 
irfrus Birjand, Bunder Abbas, Burt Bushire, Dizful, Hamadan, Isfahan, Kazvin, 
ah, Masjed Suleiman, Meshed, Mol een Aso Pehlevi, Resht Shiraz, Sultanabad, 
Tabriz, Y« od, Zahedan (Duzdab). 
BRANCHES IN IRAQ: BRANCH IN INDIA : 
Bacpap, BASRA. BomBay, 
I Beer BANK transacts Banking Business of every description in 
and connected with Persia and Iraq, also with Bombay, Calcutta 
and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 








A world-wide banking 
service 
ee 
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Besides more than 1900 branches in England and Wales. Lloyds Bank 
has offices in India and Burma and agents and correspondents throughout 
the British Empire and in all parts of the world. It is thus in a position, 
either directly or through its connections, to undertake every kind of 
international banking business. Deposits with the Bank exceed three 


hundred and fifty million pounds. 


Lloyds Bank Limited 


Head Office: 71 Lombard Street. London, E.c.3 
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Gank of Australia 


H. T. ARMITAGE, Deputy Governor. 


E. C. RIDDLE, Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 
BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and LETTERS 
OF CREDIT issued. DEPOSITS accepted for fixed periods. IREMITTANCES cabled or 
mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 


Agencies are open at 3,682 Post Offices in the Commonwealth, &c. 


As at 31st December, 1930. 
General Bank Balances a ae 
Savings Bank Balances 
Note Issue Department 
Rural Credits Department 
Other Items.. ‘ a 


£47,817,798 
47,442,070 
48,193,427 
1,569,933 
73832403 
£152,406,631 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 


Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 
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LIMITED. 
Incorporated in England under the Companies Acts, and in New Zealand by Special Act of the General Assembly. 
AUTHORISED AND SUBSCRIBED CAPITAL ‘ais ooo eee eee eco £6,000,000 
PAID-UP CAPITAL ... ese eee eee poe ene mike £2,000,000 
RESERVE FUND AND UNDIVIDED PROFITS _ ose £2,174,171 
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£4,174,171 


Head Office: 8, MOORGATE, LONDON, E.C.2. 


THE BANK receives Deposits for fixed periods at rates which may be ascertained on application, 
and conducts every description of Banking Business connected with New Zealand. 


ARTHUR WILLIS, MANAGER, 
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ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) £3,780,192 RESERVE FUND £3,780,926 
DEPOSITS £50,387,090 


CORRESPONDENTS OVER 200 YEARS OF TOTAL NUMBER 


THROUGHOUT THE OF BRANCHES 
ENTIRE WORLD COMMERCIAL BANKING os 








°49 CHARING CROSS, S.W.1 
London— City Office: West End (London) Offices) 1 BURLINGTON GARDENS, W.1 
3 BISHOPSGATE, E.C.2 ( ) formerly Western Branch of Bank of England 
64 NEW BOND STREET, W.1 


Head Office: EDINBURGH 


General Manager : SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 


AFFILIATED BANK - WILLIAMS DEACON’S BANK Ltd. 
(Members of the London Bankers’ Clearing House). 


NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members ts Limited.) 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - . - - . £3,000,000. 
RESERVE FUND .- - - - : - £3,000,000. 














London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 
YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Uncorporated in Japan ) 








Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - - - - - - Yen 115,000,000 


Head Office: YOKOHAMA. 


Brancnes and AGencigesat Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, 
Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, Rio de 
Janeiro, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsingtau. 
The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above piaces and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C.2 
D. NOHARA, Manager. 








MARTINS 
BANK 


LIMITED. 


1831 — CENTENARY — 1931 


Head Office: 
7, WATER ST., LIVERPOOL. 
London Office: 
68, LOMBARD ST., E.C.3. 
Manchester District Office: 
43, SPRING GARDENS. 





Capital Paid Up and Reserves £7,777,990 
Deposits, etc., at 31 Dec. 1930 £78,562,603 





The Bank has over 570 Offices, and Agents 
in all the principal towns at home and 
abroad. 





All descriptions of Banking, 
Trustee and Foreign Exchange 
Business transacted. The Bank is 
prepared to act as Registrar for 
Public and Corporate Bodies. 


164 BRANCHES IN 
FINLAND 
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Capital and Reserves : 


Fmk. 426,000,000 


oO 


KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank) 


Head Office: HELSINKI 
(Helsingfors) FINLAND 








BANCO CENTRAL 
DE BOLIVIA 


formerly 


BANCO DE LA NACION 
BOLIVIANA 
Established 1911. 


OPERATES AS A CENTRAL BANK OF 

ISSUE, DISCOUNT, DEPOSIT AND EX- 

CHANGE THROUGHOUT THE REPUBLIC 
OF BOLIVIA. 


Authorised Capital - Bs.30,000,000 

Paid-up Capital Bs.25,687,075 

Reserve Fund - -  Bs.6,155,826 
Telegraphic Address: ““NAVIANA.” 


Head Office: LA PAZ. 


BRANCHES : 
Cochabamba, Oruro, Potosi, Riberalta, Santa 
Cruz, Sucre, Tarija, Trinidad. 


Specially prepared to grant facilities for the 

DEVELOPMENT of the ECONOMIC RELA- 

TIONS between the REPUBLIC OF BOLIVIA 
and all FOREIGN COUNTRIES. 


The Bank grants special facilities to Travellers 
proceeding to Bolivia. 


CORRESPONDENCE INVITED. 





BANCO DE 
PORTUGAL 


ESTABLISHED 1846 


Head Office: 
Rua do Comercio, 148 
LISBON 


Telegraphic Address: ‘‘BANGAL” 


Governor : 
1. CAMACHO RODRIGUES 
Vice-Governor : 


Dr. J. DA MOTTA GOMES, Jnr. 


Directors : 
J. PEREIRA, Jnr 
Dr. * EMYGDIO DA SILVA 
Dr. J. CHIRO DA MATTA 
Dr. M. A. DO cee an DE CARVALHO 


D. DE SOU SA E OLSTEIN BECK 
H. MISSA 
Dr. J. EMAUZ LEITE RIBEIRO 
F. MEIRA 


Capital (paid up) Esc. 13,500,000$00 


Reserve Fund (31/12/1930) ,, 3 '222,039$73 
Total assets (55 »» »» ) »»4,594,455,081$57 


27 Branches throughout Portugal 
Correspondents in all important places abroad 
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: Assets exceed £30,000,000. 

8 Directors : 

: LIONEL N. DE ROTHSCHILD, O.B.E., Chairman. 

+ CHARLES EDWARD BARNETT. R. M. HOLLAND-MaAnRrTIN, C.B. 

: THE VISCOUNT BEARSTED, M.C. Davip LANDALE. 

; FREDERICK CAVENDISH BENTINCK. COLONEL WILFORD N. Luioyp, C.B., C.V.O. 
+ ALFRED FOWELL BUXTON. S1R CHRISTOPHER T. NEEDHAM. 

* JOHN CATOR. G. W. B. PORTMAN. 

‘4 Major GERALD M. A. ELLIs. THE EARL OF RoseBerRY, D.S.O., M.C. 

+ FREDERICK CRAUFURD GOODENOUGH. WILLIAM HEARD SHELFORD. 

t THE MARQUESS OF HARTINGTON, M.P. ARTHUR JAMES STEWART TODD. 

$ C. SHIRREFF HILTON. HENRY ALEXANDER TROTTER. 

$ EDWARD RALPHE Douro HOARE. RICHARD DURANT TROTTER. 

3 LIFE DEPARTMENT. 

~* Assurances with Disability Benefits (in- 
cluding Income Benefit). 

* Comprehensive Deferred Assurances for 

' Children. 

MOTOR INSURANCE. 

* ROAD TRAFFIC ACT, 1930. 

- The policies issued by the Company comply 
* with the requirements of this Act. 

* For full information apply to the Head Office or to 
: any of the Offices or Agents of the Company. 

A. LEVINE, General Manager. 
e 
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ALLIANCE 


Assurance Company Limited. 
Head Office: BARTHOLOMEW LANE, LONDON, E.C.2. 
Established in 1824. 
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IS PUBLISHED BY FINANCIAL 
NEWSPAPER PROPRIETORS 


LIMITED. 


Editorial and Publishing Offices :— 
20 BISHOPSGATE, LONDON, E.C.2 
Telephone: Avenue 7543. 
Advertisement Offices :-— 

6 BOUVERIE ST., LONDON, E.C.4 
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rH} ANNUAI SUBSCRIPTION 


RATES ARE AS FOLLOWS 


BY POST IN THE UNITED 
KINGDOM ...cccccce #I 13 O 
BY POST TO CAVADA..4I 13 Oo 


BY POST ELSEWHERE 
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THE EDITOR WILL BE GLAD 

TO RECEIVE MS. ARTICLES. 


THOUGH EVERY CARE WILL BE 


rTAKEN, HE CANNOT HOLD 


HIMSELF RESPONSIBLE FOR 
ARTICLES SENT HIM 
* 


BRENDAN BRACKEN, EDITOR. 


NEW YORK CORRESPONDENT : 
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tect : Str Edwin Cooper. 


The new building for the National Provincial Bank at 
Princes Street (opposite the Bank of England in which John 
Tann Bullion-Vault Doors have already been installed) is 
another important bank in which the main treasury, safe- 
deposit, etc., are protected by John Tann doors giving the 
highest degree cf practical security at present known in this 
country. Four Anti-Blowpipe Watertight Bullion-Vault 
Doors have been provided by John Tann Ltd. for this building, 


in addition to a great amount of other security work. 


JOHN TANN LTD., 117 NEWGATE ST., LONDON, E.C.1 
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A Banker’s Diary 


Mid-May—Mid-June 


FOLLOWING on the reduction in the Bank Rate to 
24 per cent. on May 14 and the unpegging of the 
_ Discount Rate from the minimum of 
ey 2; that had till then been considered 
desirable by the Bank of England, the 
end of May found Discount Rates as low as 2 per cent. 
This nz iturally led to a weakening of Foreign Ex- 
changes, and by early June the rate had been brought 
back to 2, around which point it has remained 
until the time of writing. Money, in the meantime, 
has continued plentiful and, indeed, at times almost 
unusable. The payment of War Loan Dividends 
due on June I was financed to some small extent 
by Government borrowings from the Bank of Engiand, 
and despite a certain amount of borrowings for window- 
dressing purposes, there cannot be said to have been 
any real demand such as would make any appreciable 
effect upon the market, and for the whole period under 
review there has been an abundance of supply amounting 
virtually to a glut, so that overnight loans have been as 
low as I per cent. or even less, though old money has 
been continued at 1} per cent. Clearing Banks, however, 
are still lending at 2 per cent., from which it might be 
imagined that discount rates should have recorded a 
slight rise. But in view of the over-abundance of supply, 
among other reasons, the Bill rate may be considered 
to be fairly well held at 2, a good amount of 
turnover being recorded at this figure. 


Untit the second week in June, when Switzerland 

purchased £600,000 of bar gold in the open market 

7 at 85s. o}d., the Bank of England had 

M Gold to bid more than its minimum price for the 
Movements , ¢ . 

week’s supply of gold from the Cape. By 

June 15, however, when Switzerland appeared as an 

active competitor in the open market—incidentally this 

was the first occasion since January 14 that there had 

been any successful competition between Continental 
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buyers—there had been a large influx of gold from 
Germany which had brought the Bank of England’s 
bullion holding up to over £160 millions, with further 
acquisitions of £5 millions from Australia and £4 millions 
previously set aside for the Argentine foreshadowed. 
The position has therefore become more than reasonably 
comfortable, with the result that the daily influx is in- 
creasing credits and making it extremely difficult to 
employ bankers’ balances, and even though the half-year 
is approaching with its usual withdrawal of funds from 
the market in connection with the preparation of the 
banks’ balance sheets, it cannot at present be supposed 
that the position will continue anything but easy. 


DurRiNnG the month there have been several important 
movements in the Foreign Exchange market. The 
pound during practically the whole of the 
period has held its own against the dollar, 
though during the last few days there has 
been some sign of a slight weakening. In the meantime, 
though it had lost some ground against the franc by 
the end of May, the middle of June found it back at 
124°204, with a premium for one month of 11 centimes 
and for three months of 20 centimes. The German mark, 
by the same token, had very seriously depreciated, 
especially during the first half of June, owing to lack 
of confidence coupled with serious internal political 
troubles, to which reference is made elsewhere, and there 
is no doubt but that a considerable amount of German 
money has found its way abroad, particularly to Switzer- 
land, the appreciation of whose franc by a point supports 
this theory. Moreover, the fact that Switzerland has 
bought fine gold in the open market here at 85s. o3d., 
which is said to be on German account, seems to confirm 
it, though it may appear somewhat anomalous that 
Germany is selling gold to London while at the same 
time Switzerland is buying from London on her account. 
Parenthetically it may be mentioned that the reason 
Switzerland is paying a price higher than the Bank of 
England’s selling price is that she only holds fine gold 
so that the metal purchased has to be refined again. 
On June 13 the Reichsbank raised its discount rate 
from 5 to 7 per cent. with the ultimately successful 
B 


Foreign 
Exchanges 
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object of checking the flight of the reichsmark, and this 
was followed immediately with similar steps by Austria 
and Hungary, whose rates were raised from 6 to 7} per 
cent. and 53 to 7 per cent. respectively. Spanish pesetas 
have been very irregular, and by June 1 they 
had depreciated to the record figure of 62-50 to the 
pound. Thereafter a remarkable recovery took place 
to 48-25 on reports that a stabilization credit had been 
arranged with the Bank of France. 


THE May figures of the English Clearing Banks make a 
slightly better showing than for some little time past. 
Deposits have increased for the first time 
eons this year by {2-1 millions over those for 
ieee the previous month at {£1,737-80 millions, 
against {£1,735°67 millions, while cash 
holdings, which had shown a steady decline ever since 
December, have gone up in spite of Whitsun currency 
withdrawals by just under a million pounds at £179: 41 
millions, against £178-48 millions, and money at call and 
short notice has made a substantial advance of {14} 
millions at {131-52 millions over £116-96 millions in April. 
On the other hand advances, which have been on the up 
grade all the year, fell by £5-67 millions at {934-62 
millions, as opposed to {940-3 millions for April, and 
acceptances were down by {1-11 millions at {114-17 
compared with {115-28 millions. Investments were again 
sold and disclose a reduction of {18-62 millions from 
£308-48 millions to {289-86 millions, but this was to 
some extent off-set by an increase in bills of £13 millions 
from {210-97 to £233°97 millions. 


TRADE returns for May continue to confirm the suggestion 
made in these pages two months ago that though there 
was no sign of any immediate trade recovery 

May of a substantial nature to be looked for, 
——- there was at least every reason to hope that 
approximately the lowest point had been 

reached and that we might expect to remain at the 
present low ebb for some little time before things got 
better. Imports for the month show a slight increase 
over the April figure of {69-6 millions as against {70-2 
millions, but the whole of this is unfortunately accounted 
for by reductions in the section devoted to Raw Materials 
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and Articles Mainly Unmanufactured, while manufactured 
goods imported have shown on the whole a slight increase. 
On the other hand, exports at £33-9 millions in May 
compare with £32-5 millions in April and £34 millions in 
March. The bulk of this is due to a substantial rise of 
£1-9 millions in vehicles (including locomotives, ships and 
aircraft) at {4-4 millions, against {2-5 millions for April. 
Slight declines are disclosed in the food and drink and 
the raw material sections. Re-exports for May at {5-7 
millions compare with £6-5 millions in April and {5-4 
millions in March. But even if from these figures we can 
derive some satisfaction in the realization that the bottom 
seems to have been reached and the trade decline is at 
least static, the comparison month by month of the 
present year with those of 1930 and 1929 discloses a 
lamentable decline, United Kingdom exports being for 
the most part roughly about one-half of those for the 
corresponding months of 1929. 


No sooner had the Spanish troubles become well on 
the way to being overcome, and apparently adequate 
steps taken to cope with those of Austria, 

The German than the situation in Germany developed 
Situation the most alarming symptoms which, by 
the early part of June, were dominating 

the stock markets of the world and threatening to shake 
the financial edifices to their very foundations. And 
though the crisis appears to have been, for the time 
being, averted, the position is still sufficiently grave to 
give cause for serious consideration. It is now two years 
since the Young Plan was devised for settling, as it was 
then hoped, once and for all the question of Germany’s 
war indebtedness and deciding on the amount of repara- 
tions she could afford to pay. And it was thought that 
she had been provided with adequate safeguards against 
every possible contingency by the insertion of a clause 
which allowed for the suspending of the transfer of 
reparations payments until the summoning of the 
Advisory Committee of the Bank for International Settle- 
ments. Sucha step per seis, however, obviously undesir- 
able, to say the least, and could only be resorted to in the 
most extreme case. But, naturally, two years ago the 
rapid and very substantial fall in prices of commodities 

B2 
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that has since taken place could not have been foreseen. 
None the less this very factor has undoubtedly altered 
the whole situation, and turned a possibly onerous, but 
in the circumstances not unreasonable, penalty into an 
intolerable burden. As Sir Basil Blackett has pointed 
out recently— 

In the complex world of to-day, depending to the extent it does 
on credit, confidence and sanctity of contract, there are obvious 
evils in any State intervention to break contracts between debtor 
and creditor, more especially where the State itself is the debtor and 
has solemnly pledged the nation’s good faith to those whose money 
it has borrowed, and no sane person can view without trepidation 
the possibility of national repudiation of debt. 

Yet it is not too much to say that the great fall in prices which 
has been taking place is bringing the whole world face to face with 
the prospect of at least partial repudiation. For nearly a year now 
Australia has been painfully struggling with her problems in which 
the burden of past borrowings plays a considerable part. So has 
Brazil. Germany’s problem is scarcely less acute. The Young Plan 
for dealing with Reparation, adopted as recently as 1929, seemed at 
the time to give hope of proving a final settlement, and to leave 
Germany with a Reparation Debt, onerous indeed, but not beyond 
her capacity. In 1931, owing to the fall in prices, the money obligation 
(which can ultimately only be met in goods and services) has become 
very much heavier in terms of goods and services. Many good judges 
believe that, unless a rise in prices comes soon to relieve the pressure, 
Germany will feel herself compelled to demand a reopening of the 
question. Not the least of the evils of an unstable price-level is that 
troubles which are in essence economic show themselves at the next 
stage in political form. 


Coming as they do from the Director of the Bank 
of England, these remarks will naturally carry consider- 
able weight both in this country and abroad. And it is 
this fact that has really led to Germany’s present 
difficulties. 


As we go to Press news comes to hand of Mr. Hoover’s 
momentous pronouncement. In the presence of a 
, number of newspaper correspondents hastily 

lier eo summoned for the occasion the President 
of the United States, accompanied by the 

Secretary of State (Mr. Stimson) and the acting Secretary 
of the Treasury (Mr. Ogden Mills), read his proposal, 
which has already received the backing of twenty-one 
senators and eighteen members of the House of Repre- 
sentatives, for a year’s moratorium for War Debts in 
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order to afford a breathing-space to aid in the economic 
recovery of the world, and help to free the recuperative 
forces already in motion in the United States. Briefly 
the suggestion is that for one year all payments both of 
principal and interest on all inter-governmental debts, 
reparations and relief debts (excluding, of course, obliga- 
tions of governments held by private parties) shall be 
postponed. The President’s proposal has, of course, to 
receive the sanction of the American Congress, but, in 
view of the backing it has already received, little doubt 
is entertained that this will be readily forthcoming, and 
as from the first of July next (the beginning of the 
American fiscal year) all payments of foreign govern- 
ments to the American government will be suspended, 
provided a similar postponement of inter-governmental 
debts is agreed to by the important creditor Powers. 
It is impossible to exaggerate the importance of Mr. 
Hoover’s plan, which will undoubtedly have far-reaching 
effects, not only on the distressed countries of Europe, 
but also on the future of America herself. For too long 
she has been suffering largely from the accumulations 
of the lion’s share of the world’s gold supply, which has 
in ever-increasing superabundance been lying idle in 
her cellars while other countries have in many cases 
been suffering a shortage. The result of this has naturally 
been that possible buyers of her exports have been 
unable to afford them, and her own subjects have con- 
sequently been suffering from distress caused by a glut 
of unsaleable supplies, and with perpetually falling prices 
the burdens of debtor countries have become almost 
unbearable. The suggested moratorium for one year 
should therefore go a long way towards relieving the 
present tension and help considerably in the recuperation 
of world economic conditions. 


From the earliest days of the industrial era Britain has 
prided herself on the quality much more than the quan- 
mn tity of her manufactures, and even in these 
— days of rationalization and mass production 
Premio a she still takes pride in the fact that her goods 
are usually a little better than those of 

other countries. That this super-excellence extends to 
British banking we have ample proof in the following 
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figures which show the fall in value of various groups of 
bank shares since October, 1929. The figures comprise 
the ten leading American banks, the three German 
“PD” banks, together with the Commerz und Privat 
Bank and the Handelsgesellschaft, the seven great private 
banks of Paris and our own “ Big Five.”’ 


American banks __... ... 61+12 per cent. 
German a wis .»- 38°00 ge 
French - sina sxe -SR°RS a 
British - a a. 4°38 - 


In banking more than perhaps in any other profession 
or industry some element of “safety first ’’ is pre- 
eminently desirable, since the whole financialandeconomic 
structure of a country depends upon it. Therefore, 
however desirable it may be for banks to extend their 
activities as fully as possible, it must not be done at the 
expense of absolute reliability. 


Bankers and Industry 


OT the least valuable part of the Prince of Wales’s 
IN onistanaing contribution to the success of the recent 

Argentine exhibition has been the _ stimulating 
speeches that he has delivered on his return to this 
country. On May 21, in the course of a speech made 
at a dinner given at Dorchester House, he made some 
cogent comments on the necessity of close relations 
between industry and finance. 

“Ts there not room,’ he said, “‘ for closer and more 
intimate contact between London finance and industry 
in order that the bankers, on the one hand, may know 
fully the wishes and possibilities of the industrialists, and 
that the manufacturers, on the other, may be quite clear 
as to the conditions under which the necessary funds will 
be available ? 

“There is one point in connection with loans abroad 
to which my notice has been called more than once in 
South America. When loans are made abroad by the 
banks of some other great countries, they usually insist 
either directly or in some indirect way that in so far as 
the proceeds of the loan are to be spent on machinery or 
other materials, the order shall be given to the manufac- 
turers of the lending country if prices are reasonable. 
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I think that in the past our bankers have usually held 
such conditions to be unnecessary, as sooner or later, 
directly or indirectly the money must be spent in the 
lending country. Possibly they are right, but in these 
very difficult times through which we are now passing, 
would they not be justified in taking steps to secure a 
more speedy return of the money in the form of orders ?”’ 

The particular question as to whether definite con- 
ditions should be laid down that the proceeds of loans 
raised in London should be spent in this country is a very 
wide one, as the Prince himself realizes, and in normal 
times it is probably best that matters should be left free 
to reach their conclusion along natural lines. What we 
are more concerned with now is to support the broad 
sense of the Prince’s appeal for closer co-operation 
between banking and industry. 

It is necessary to insist in the first place upon the 
broad distinction between British and Continental bank- 
ing. The British banker traditionally regards liquidity 
as his first duty, and he proposes only to supply industry 
with its short-term needs. If an industrialist comes to 
a banker for a long-term loan, he is as a rule politely 
referred to other institutions who make it their business 
to mobilize capital for industry. The Continental banker, 
on the other hand not only makes long-term loans to 
industry, but takes actual participation in industrial 
undertakings, appointing his own representative to their 
boards. In that sense, there is undoubtedly closer 
co-operation between banking and industry on the 
Continent than in this country. 

Now that has its good and its bad side. Its dis- 
advantages are illustrated by the numerous Continental 
banking failures of the past few years, and more recently 
by the difficulties of the Austrian Creditanstalt, which 
are directly traceable to the extent to which it has 
become inextricably involved in the fortunes of Austrian 
industry. Against this it must be recognized that the 
British system has not proved wholly successful. The 
industrialist has found that a gap exists between the 
short-term loan (theoretically for a maximum period 
of six months) he can obtain from his banker, and the 
new permanent capital or long-term notes or debentures 
the issuing house will procure on his behalf. One 
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disadvantage arising from the existence of this gap is 
his difficulty in granting to his foreign customers credits 
of the same length as they are able to obtain from his 
Continental competitors. 

Nor is the banker entirely in a happy position. 
Theoretically he grants a loan for six months and no 
more, but in practice, when the six months has elapsed, 
he has too often been faced with the choice between 
renewing his loan or driving his customer into bankruptcy, 
an action which means loss to himself and his customer, 
and also, so he argues, to the trade, commerce and employ- 
ment of the country at large. In the vast majority of 
cases he has chosen the easy path of the first alternative, 
with the result that he himself has drifted into the 
position of his European confrére, while industrial firms 
have drifted into a state of semi-bankruptcy, depression 
and redundancy. Sir Arthur Balfour’s recent plea for 
a few good old-fashioned bankruptcies was addressed as 
much to the banker as to the industrialist. 

Rather over a year ago an attempt was made to 
rectify this unsound and unsatisfactory state of affairs, 
under which numerous firms were virtually mortgaged 
to their bankers, by the formation of the Bankers 
Industrial Development Company, commonly known as 
the B.I.D. Co. The functions of this new organism have 
been so often explained and discussed in THE BANKER 
that there is no need to cover the ground again. What 
we are rather concerned to point out to-day is that the 
scheme has failed to be of any practical use. The 
conditions laid down, namely, that applications for 
assistance must come solely from distressed industries 
as a whole, and must be made on the initiative of such 
industries, have in actual fact so restricted its scope 
that only two capital issues have been made under its 
egis. Again the B.I.D. Co. is not in a position to 
perform one of the main functions of an ordinary issuing 
house of repute, viz., to support its issues in the 
market after their appearance, and the result has been 
that the latest B.I.D. Co. issue, namely, that of the 
Lancashire Cotton Corporation debentures, is now quoted 
at a heavy discount. The weakness of the machinery 
is*proved clearly by this fact, for inasmuch as the issues 
made are all on behalf of distressed industries—for 
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prosperous industries have neither the right nor desire to 
apply to the B.I.D. Co.—it is more than usually essential 
that adequate market support should be available after 
the issue has appeared. 

We are thus back where we were eighteen months 
ago, with the important reservation that in the meantime 
the depression has become intensified, and that the 
urgency of establishing closer co-operation between 
banking and industry has by that much increased. And 
we must frankly confess that we can detect little on the 
part of the authorities either to realize that their scheme 
has failed or to make practical proposals for the over- 
coming of the trade depression. Not so long ago, the 
Bank of England appointed as their economic adviser 
Professor O. M. W. Sprague, of Harvard University. 
On May 12, following his return from a visit to America, 
he gave an address to the English Speaking Union. 
His diagnosis of the situation was eminently correct 
if it is true, as he said, that recent price declines have 
been very uneven with the result that there is to-day a 
serious divergence between prices in different fields, 
notably between those of agricultural and of industrial 
products. Yet when he went on to urge that the banking 
view was that manufacturing costs and prices should 
come down to an equilibrium level with agricultural 
prices rather than that we should try to get agricultural 
prices up to an equilibrium level with the higher prices 
of manufactured goods, the only possible comment is 
that it is not practical politics. He himself recognized 
the insuperable difficulties with which he was faced in 
the later passages of his speech, and if this is the sole 
contribution that banking opinion can make to our 
present difficulties, it is impossible to escape the con- 
clusions that they are letting go by default the case 
urged only last month by Lord D’Abernon and Professor 
Cassel for a monetary policy deliberately designed to 
reverse the recent fall in the world price level. 

We are thus brought back to the need for a practical 
response to the Prince’s appeal. One question that should 
be explored at once is whether special institutions could 
not be set up, in close contact with the banks and under 
leadership and control of the highest repute, designed to 
provide industry and especially export industry with 
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the medium-term credit which experience shows to be 
so badly needed. To come to another question, the 
B.I.D. Co. has clearly failed in its object. It should be 
replaced by an institution more akin to an issuing 
house than to a bank, which can exercise initiative, 
can give guarantees, can spread its risks, and can support 
its offspring. If it proved unavoidable, we would not 
be averse to giving it a State guarantee on the lines of 
the Trade Facilities Act, for the main essential to-day 
is to divert the existing plethora of short money into 
medium and long-term channels. With such machinery 
in existence, the bankers could tackle the problem of 
cutting out their frozen loans, so making themselves 
free to lend their resources to more solvent and deserving 
applicants. Still, whatever the practical measures 
adopted, the main need is for closer co-operation between 
bankers and industrialists, and we would emphasize 
that co-operation requires an active and not a passive 
state of mind. 


The Credit Anstalt 


N May 11th it was announced that, owing to heavy 
() losses, the Credit Anstalt had had to be reconstructed 

by means of reducing its capital by 25 per cent., 
wiping out its reserves, and introducing new capital. It 
was further announced that the Austrian Government was 
prepared to contribute the major part of the fresh capital 
and that the Austrian National Bank and the Vienna house 
of Rothschild should also participate in the reconstruction. 
When these announcements were made, all the arrange- 
ments were already complete, and a few days later the 
Austrian Parliament rushed through the ratification 
of the Government’s intended measures. It was then 
generally believed that the reconstruction had succeeded 
in saving the bank, and even in placing it in a stronger 
position than it had occupied during the past few years. 
Unfortunately, events proved this assumption to be 
premature. The announcement was followed by a run 
of local depositors and, although it was checked after a 
few days, the persistent withdrawal of deposits continued. 
Owing to these domestic withdrawals, as well as to 
adverse criticisms which appeared in continental news- 
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papers, foreign banks which, originally, were quite 
willing to continue their credits to the Credit Anstalt, 
began to feel anxious, and many of them called in part 
of their funds. 

These withdrawals assumed such dimensions that, a 
fortnight after the original announcement, it became 
necessary for the creditors to take steps to safeguard their 
interests. An informal committee was formed in London 
consisting of Mr. Lionel de Rothschild (N. M. Rothschild 
& Sons), Mr. Charles Whigham (Morgan, Grenfell & Co.), 
Sir Robert Kindersley (Lazard Bros. & Co., Ltd.), and His 
Excellency Peter Bark (The Anglo-International Bank, 
Ltd.). The committee established contact with the 
creditors in London and other foreign centres and got into 
touch with the Austrian Government, which almost at 
once declared itself prepared to guarantee the liabilities 
of the Credit Anstalt for a period of two years. A week 
later the informal committee was merged in an inter- 
national committee of creditors in which the British, 
American, French, Dutch, Swiss, and German banking 
interests were represented. The Austrian Parliament 
passed the Bill empowering the Government to guarantee 
the liabilities of the Bank and the withdrawal of funds was 
brought to a standstill. 

At the last moment it appears that the fate of the 
Credit Anstalt has been saved, for negotiations are pro- 
ceeding for the placing abroad of some fourteen million 
pounds odd of Austrian Treasury Bills in order that the 
Austrian Government may guarantee the indebtedness 
of the Credit Anstalt. Conversations were unfortunately 
delayed for some time owing to the inability of the 
French authorities to think in separate terms of financial 
and political affairs, and their endeavour to use the one 
as a stick with which to enforce their requirements of 
the other; but when the position looked to be well-nigh 
hopeless the Bank of England stepped in with an 
immediate loan of 150 million schillings (about four and 
a quarter million pounds) through the Bank for Inter- 
national Settlements, to be repaid out of the proceeds of 
issue of the Treasury Bills when placed. In any case, 
however, the experience gained through the troubles of 
the Credit Anstalt may prove useful in more than one 
respect. It is calculated to teach several important lessons. 
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(1) It is a mistake for any country to allow any one 
single banking institution to acquire a predominant 
position. In the case of Austria, the Credit Anstalt has 
acquired the control of about 75 per cent. of the industrial 
resources of the country. Although there are two other 
big banks in Vienna—the Wiener Bankverein and the 
Niederésterreichische Escompte-Gesellschaft—their com- 
bined resources amount to a mere fraction of those of the 
Credit Anstalt, and this fact alone precluded them from 
assisting in the reconstruction of that institution. This 
proves the wisdom of our authorities in refusing to 
authorize any further amalgamations among the London 
clearing banks. It is decidedly a sounder situation if 
there are several banks of approximately equal im- 
portance, for if any one of them gets into trouble, the 
others are in a position to help 

(2) Close association between banks and industries 
may have its advantages, but it is highly problematical 
whether these advantages can counteract the risk attached. 
The case of the Credit Anstalt is certainly calculated to 
increase the number of those who believe that the principal 
task of a joint-stock bank is to keep the funds of its deposi- 
tors in an essentially liquid form. It is, of course, desirable 
that they should assist industries, but only so far as it 
does not interfere with the supreme principle of liquidity. 
In the long run banks can render more useful services to 
industries and to the economic life of their countries in 
general by adhering to this time-honoured rule than by 
pursuing an ambitious policy of assisting industrial 
expansion. 

(3) The case of the Credit Anstalt has once more 
proved that international co-operation between banks is 
essential in order to avoid a disaster. But for the firm 
attitude taken up by the London banks and the willing- 
ness of most foreign banking creditors of the Credit Anstalt 
to collaborate, the Credit Anstalt would have collapsed at 
once, and its failure would have resulted in a complete 
financial, economic, and political collapse in Austria, as 
well as in other parts of Central Europe. Once more it 
was London that took the initiative in the work of 
reconstruction. Banks in other centres were, at first, 
inclined to disregard general interests and to call in 
credits irrespective of the effect of the action. For- 
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tunately, the broader view prevailed eventually and, with 
a few exceptions, most banks were willing to accept the 
Austrian Government’s guarantee. 

(4) The experiment of establishing an international 
financial centre in Vienna, which should act as inter- 
mediary between the big money centres of the West and 
the borrowing countries of Central and South-Eastern 
Europe, has suffered a setback as a result of the difficulties 
of the Credit Anstalt. It would be a mistake, however, to 
abandon the idea in consequence of this setback. Vienna 
is unquestionably a suitable centre for that purpose. The 
reason why the experiment has not succeeded so far lies 
in a combination of several adverse circumstances, 
centred round the fact that conditions in the borrowing 
countries of Central and South-Eastern Europe have been 
exceptionally bad during the last two years. The Credit 
Anstalt suffered, consequently, heavy losses, and its credits 
to those countries became immobilized. One reason 
why it was not in a position to stand the strain was that 
it has to carry an excessively expensive staff which has 
prevented the accumulation of adequate reserves. As a 
result of agreements and legislative measures passed 
immediately after the war, under the threat of labour 
troubles, banks are not in a position to reduce their staffs 
without having to pay heavy compensations and pensions. 
It was, therefore, impossible to reduce overhead charges, 
and unless this state of affairs is remedied, Austria cannot 
hope to establish a sound system of banking. 

(5) Lastly, the Credit Anstalt affair has taught the 
Press that it is dangerous to be over-critical at a moment 
when confidence is shaken. But for the premature 
criticism in certain continental papers, the arrangements 
made originally for the reconstruction of the Credit Anstalt 
would have probably sufficed, and the whole affair would 
have been forgotten by now. It is important that the 
Press should realize its immense responsibility in the 
present highly delicate circumstances. Although it is the 
right and duty of the Press to criticise, in certain circum- 
stances it is to the public interest not to exercise this 
right until conditions have become normal once more. 
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The Australian Situation 
By our Australian Correspondent 


EADERS of recent issues of THE BANKER will have 
R realized that attempts to solve Australia’s economic 

crisis except by calling upon the whole community 
to make sacrifices for the common welfare were bound to 
fail and that definite action in place of the policy of drift 
was urgently necessary. 

This can hardly be wondered at when it is realized 
that without any reduction in volume the value of 
Australian exports has fallen, owing to the drastic reduc- 
tion in commodity prices, from about £140,000,000 to 
£90,000,000 per annum and that external borrowing which 
in recent years averaged {30,000,000 has ceased. These 
figures show that the Commonwealth’s income has been 
directly reduced on account of external transactions alone 
by about £80,000,000 per annum, and of course give no 
indication of the total reduction of income as the indirect 
loss must be many times greater. 

Fortunately the news from Australia during the last 
few weeks has been particularly encouraging and shows 
that a very real attempt is being made to grapple with the 
problem of balancing budgets within a reasonable time. 
Apparently Mr. Scullin, Mr. Theodore and the Premiers 
of the various States, with the possible exception of Mr. 
Lang, the Premier of New South Wales, are now satisfied 
that the only way to regain prosperity is by drastic 
economy, increased taxation and the taking of any 
steps necessary to ensure that the Nation as a whole is 
spending no more than its income. For this reason the 
decisions come to at the Premiers’ Conference, which was in 
almost continuous session at Melbourne during the early 
part of last month, are heartily to be welcomed. 

The plan adopted is unique and without precedent. 
It clearly indicates that no sacrifice is too great to avoid 
the stigma of default and is a triumph for those who 
throughout the crisis have steadfastly opposed any 
attempts to relieve the situation by means of an increase 
of the currency or other inflationary measures. 

The Premiers called upon variouseconomicand banking 
experts for assistance, and as soon as the main proposals 
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of the scheme had been agreed upon the Prime Minister, 
Mr. Scullin, to ensure that the necessary legislation could 
be passed, very wisely invited the opposition leaders to 
join the Conference. Mr. Lyons, Mr. Latham, and Sir 
George Pearce promptly accepted the invitation, and have 
promised the Government their unqualified support. 

The official announcement of the decisions of the 
Conference was in the following terms :— 


The plan agreed upon is indivisible and whole, and involves 
sacrifices which the Conference asks all to accept as a national duty : 
(1) By bondholders, whose interest will be reduced by 224 per cent. 
but the capital value of their investment preserved; (2) by Govern- 
ment employees, whose salaries, with the existing cuts, will be 
reduced by 20 per cent., but their position and also future emoluments 
made more secure; (3) by War pensioners, who will suffer a reduction 
of 20 per cent., in some cases less. Invalid and old-age pensions and 
maternity allowances will be reduced by 12} per cent., but in all these 
cases the danger of sudden stoppage will be removed. Moreover, the 
reduction will be counterbalanced by reduced costs of living. 

With the sacrifice distributed over the whole community, with 
the lead of the Governments followed by private people where sacrifices 
have not already been made, and with a revival of business confidence 
and activity, a sure foundation will have been laid on which to 
rehabilitate Australia and make the way clear for a return to general 
prosperity. 


The unique part of the plan is the proposal that 
Bondholders should voluntarily convert their holdings 
into Securities bearing a lower rate of interest. The new 
Securities are to be restricted to three flat rates of in- 
terest, viz. 4 per cent., 3§ per cent. and 3 per cent., 
holders having the option of various maturity dates. 
Those not prepared to accept the new Stock are to notify 
their dissent within 14 days, otherwise the Stock will be 
automatically converted. 

The amount of internal debt to be converted is about 
£550,000,000, and as promises have already been received 
from Banks, Insurance Companies and other Institutions 
holding together approximately half of the amount, and 
as the patriotism of the Australian is proverbial, success is 
confidently anticipated. 

The conversion operation should effect a permanent 
saving on the interest bill of £6,000,000 ; economies by the 
Federal and State Government a further saving of 
£12,000,000 per annum, and additional taxation bring in 
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another £4,000,000, thereby reducing the estimated budget 
deficits for 1931-32 from £39,000,000 to £15,000,000. 

It is significant that the steps now taken conform to 
the recommendations made to the Commonwealth Govern- 
ment in August last by Sir Otto Niemeyer, who emphasized 
the necessity for balanced budgets and a general reduction 
of the costs of production in order that the primary 
producer might be able to sell in world markets without 
loss. It will be remembered that Sir Otto pointed out 
that Australia could not wish to remain for ever under a 
régime of emergency tariffs and rationed exchange. The 
recommendations of course could only be achieved by an 
orthodox deflationary policy, or by a policy of inflation 
linked to a continually depreciating exchange with the 
possible ultimate object of a permanent devaluation of 
the Australian pound. This latter process would accen- 
tuate the difficulties of providing for the service of the 
external debt, and for that reason alone, apart from any 
otherconsideration, has, it would nowappear, been definitely 
abandoned. 

At the Premiers’ Conference in August last it was 
resolved that budgets should be balanced. Subsequent 
events have shown that this was practically impossible, 
although it would have been better if the Commonwealth 
and the State of New South Wales had made as strenuous 
endeavours to give effect to the resolution as has been 
done by the other States. 

Whilst the delay in tackling the problem is to be 
regretted, it has at least shown that a comprehensive 
scheme involving sacrifices by all was essential, and the 
suspension of payments by the State Savings Bank of 
New South Wales, referred to in the last issue of THE 
BANKER, has probably brought home to Mr. Lang and his 
friends that default immediately reacts on the welfare of 
the worker whom they claim to protect. 

Now that Australian finances are being placed on a 
better basis and all political parties are united and working 
to end the present unsatisfactory state of affairs, it may 
not be out of place to call attention to the fact that since 
the commencement of the crisis, which was precipitated 
by the very heavy and totally unforeseen fall in wool 
and wheat prices, Australia has with very little assistance 
from the London market, promptly met all her obligations, 
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and in order to ensure that the service of the external 
loans was duly provided for, shipped considerable amounts 
of gold (£26,868,539 during the twelve months to June 
30th, 1930) and arranged with the Banks that the Govern- 
ment should have the first call on their London funds to 
the extent of £3,000,000 per month. 

This has necessitated the reduction of imports to a 
figure which a few years ago would have seemed hardly 
possible. The figures are :— 


12 months to June 30th, 1929 ... £143,000,000 
" ss 1930 ... £131,000,000 
10 ie April 30th, 1931 ... £54,000,000 


As Australia makes the bulk of her purchases in the 
United Kingdom it is hoped, in the interests of both 
countries, that at the appropriate time all reasonable 
assistance will be given in order that the burden of the 
external indebtedness may be lightened as much as 
possible. 


British Banking Inquiries 
By R. D. Richards, Ph.D. 


II.—THE BULLION INQUIRY OF I8IO AND THE 
RESUMPTION INQUIRIES OF I8IQ. 


N September, 1799, the price of gold bullion began to 
[rise and by June, 1800, it had reached £4 5s. per ounce 
of standard fineness, i.e. 7s. 14d. above the Mint 
price, and this was the average price for the next eighteen 
months. Then came a gradual fall to £4 in 1803, about 
which figure it fluctuated until late in 1808. In February, 
1809, it was £4 Ios., and in February, 1810, {4 IIs. 
The rise in the price of gold was accompanied by a 
fall in the exchanges, particularly in those with Paris 
and Amsterdam. This caused much anxiety, but it was 
not until Francis Horner, the Member for St. Ives, had 
asked in the House of Commons for “ accounts and returns 
respecting the present state of the circulating medium 
and the bullion trade’ that the Government decided on 
February 19, 1810, to appoint a Select Committee “ to 
inquire into the causes of the high price of gold bullion, 
Cc 
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and to take into consideration the state of the circulating 
medium and of the exchanges between Great Britain and 
foreign parts.”’ 

Thus was set up the Bullion Committee, one of the 
most famous of British Select Committees. Horner was 
appointed chairman, and among the 22 members of the 
Committee were the Prime Minister and Chancellor of 
the Exchequer (Spencer Perceval); William Huskisson, 
who at the time represented Harwich in Parliament ; 
Alexander Baring, of Baring Brothers, the Member for 
Taunton, who ultimately became the first Baron Ashbur- 
ton; Henry Parnell, of Catholic Emancipation fame, the 
Member for Queen’s County and afterwards Baron 
Congleton; R. B. Sheridan, the Member for IIchester ; 
and Davies Giddy, the Member for Bodmin, who some 
years later was elected President of the Royal Society. 

Though banking is not definitely referred to in the 
terms of reference of this outstanding inquiry a great 
deal of the Minutes of Evidence is necessarily devoted to 
the banking methods of the day. The 29 witnesses 
examined included such banking authorities as the 
Governor (John Whitmore), the Deputy Governor (John 
Pearse) of the Bank of England, and Jeremiah Harman of 
the directorate, John Henton Tritton, of Barclay, Tritton, 
Bevan & Co., Sir Francis Baring, the founder of Baring 
Brothers, Vincent Stuckey, then “concerned in three 
country banks” at Bristol, Bridgewater and Langport, 
Thomas Thompson, a prominent Hull banker and a 
member of the Committee, Ebenezer Gilchrist, chief 
manager of the British Linen Company, and William 
Thomas, Inspector of the Clearing House; and such 
bullion experts as John Allen, an authority on “ the 
produce of the mines of Spanish and Portuguese America,” 
Aaron Goldsmid, partner in the house of Mocatta and 
Goldsmid, bullion brokers, and James W. Morrison, 
Deputy Master of the Mint. 

Much interesting information was presented for the 
Committee’s consideration by these banking and bullion 
specialists. The Governor of the Bank, for example, 
enunciated the principle on which the Bank regulated its 
note issues. He declared that the amount of the Bank’s 
paper money in circulation “had no reference at all to 
the state of the exchanges,’ and, when asked whether 
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this particular question ‘‘ had been brought to a regular 
discussion and decision”’’ by the Court of Directors, 
stated that “in the opinion of the directors it had not 
sufficient bearing upon their concerns to make it more 
than a matter of conversation; it never was singly and 
separately a subject of discussion, though constantly in 
view with other circumstances.’’ Twenty-two years were 
to elapse before the Bank’s directorate came to the 
conclusion that the state of the foreign exchanges should 
be taken into consideration when regulating the note 
issues. 

Thomas Thompson gave much valuable evidence 
with reference to the methods of the country banks, 
particularly those of northern England. Sir Francis 
Baring, while emphasizing that “ the paper ”’ of the Bank 
of England “ had stood firm for above a century and 
flourished at this moment with unabated confidence,” 
was anxious to see an early return to “ payments in 
specie,’ because it constituted “‘a complete counter- 
action to any disposition (if it should be entertained) to 
increase the circulation beyond a reasonable and safe 
limit.” The evidence of the Inspector of the Clearing 
House is extremely interesting. It shows that 46 banks 
“sent their clerks to the House every evening,” that 
the average amount of drafts brought daily, ‘‘ with the 
exception of settling days and India prompts,’ was 
£4,700,000, that the “ differences,’ usually amounting 
to about £200,000, were paid by Bank of England notes, 
that “‘ upon the settling days at the Stock Exchange the 
whole amount of the drafts paid would be about 14 
millions,’ that the quantity of business had much 
increased of late years, and that the “ system of clearing ”’ 
had been in existence for thirty-five years, but the 
“present system ”’ had only been operating for fourteen 
months. 

The Bullion Report occupies 33 pages and the Minutes 
of Evidence 116, while there are 79 valuable Appendices. 
The Report is divided into four sections, which are 
followed by the Committee’s general conclusions. The 
first section deals with the causes of the high price of 
bullion, the second with “the state of the exchanges 
between this country and the Continent,” the third 
chiefly with the views of the Governor and Deputy 
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Governor of the Bank on the foreign exchanges, the 
market price of gold and the policy of the Bank respecting 
the amount of its note issue, and the fourth with the 
paper circulation of the whole country. In the third 
section the Committee disagrees with the views of the 
Bank’s representatives with reference to the methods of 
regulating the note issues. “‘ I cannot see,” the Governor 
had stated, ‘“‘ how the amount of Bank notes issued can 
operate upon the price of bullion or the state of the 
exchanges, and therefore I am individually of the opinion 
that the price of bullion, or the state of the exchanges, 
can never be a reason for lessening the amount of Bank 
notes to be issued.’”’ “‘I am so much of the same 
opinion,” the Deputy Governor had added, “that I 
never think it necessary to advert to the price of gold, or 
the state of the exchanges, on the days on which we make 
advances. ‘‘ We cannot refrain,’ said the Committee, 
“from expressing it to be our opinion, after a very 
deliberate consideration of this part of the subject, that 
it is a great practical error to suppose that the exchanges 
with foreign countries, and the price of bullion, are not 
liable to be affected by the amount of paper currency 
which is issued without the condition of payment in 
specie at the will of the holder.’’ In the fourth section 
reference is made to the progressive increase in the 
amount of paper money in circulation, and a table is 
given which shows that the issues of the Bank of England 
had increased from just over £13,000,000 in 1798 to 
£19,000,000 in 1809. 

The Committee came to the conclusion that there was 
‘“‘an excess in the paper circulation of which the most 
unequivocal symptom was the very high price of bullion 
and next to that the low state of the continental 
exchanges,” and that this excess was to be ascribed to 
“the want of a sufficient check and control in the issues 
of paper from the Bank of England and, originally, to the 
suspension of cash payments which removed the natural 
and true control.’ It regretted that the suspension had 
been continued so long, but, while recommending a 
resumption of cash payments, thought that this could not 
be safely done “ at an earlier period than two years.”’ 

The Bullion Report was presented to Parliament on 
June 8, 1810, but it was not until May 6, 1811, that, on 
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the motion of Horner, the House resolved itself into a 
Committee for its consideration. There followed a 
remarkable four days’ debate. This was opened by Horner, 
who, after speaking in support of the Report for three 
hours, concluded by proposing sixteen resolutions which 
embodied its general conclusions and recommendations. 
Horner was supported by Huskisson, Thornton, and 
Canning, but despite their able speeches upholding the 
“true doctrine” of the Report, seventeen resolutions 
rejecting its principles proposed by Vansittart, who 
became Chancellor of the Exchequer in the following 
year, were carried on May I5. 

Nearly eight years were to pass away after the 
rejection of the Bullion Report before another banking 
inquiry was initiated. Early in 1819 both the Lords 
and the Commons decided to appoint Secret Committees 
“to consider the state of the Bank of England with 
reference to the resumption of cash payments.”’ 

The Secret Committee appointed by the Commons 
conducted its inquiry under the chairmanship of Peel, and 
among its 21 members were Lord Castlereagh, the 
Chancellor of Exchequer (Vansittart), Canning, Huskisson, 
Frankland Lewis, the Member for Beaumaris, afterwards 
to become famous as the chairman of the Central Poor 
Law Commission set up under the Poor Law Amendment 
Act of 1834, Sir James Mackintosh, Sir John Nicholl and 
Sir John Newport. It examined 23 witnesses and pre- 
sented two Reports. The witnesses were nearly all 
prominent bankers and merchants, such as the Governor 
(George Dorrien), the Deputy Governor (Charles Pole) 
of the Bank of England and Samuel Thornton of the 
directorate, Alexander Baring, Vincent Stuckey, Nathan 
Myers Rothschild, John Gladstone, a well-known Liver- 
pool merchant, the father of the eminent statesman, 
Thomas Tooke, a partner in the firm of Stephen Thornton 
& Co., who was later to become famous as the author of 
the History of Prices, and Isaac L. Goldsmid, of Mocatta 
and Goldsmid, ‘‘ brokers in bullion between the Bank 
and merchants and between merchant and merchant.” 
Other important witnesses were David Ricardo, the 
economist, Samuel Gurney, a flourishing London bill- 
broker, and Robert Mushett, the very able “ first clerk ”’ 
to the Master of the Mint. 
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The first Report, dated April 5, 1819, was simply a 
very brief interim document, which stated that the 
Committee had “a confident expectation” that in its 
final Report it would be able “to fix a period and 
recommend a plan for the final removal of the present 
restriction,” i.e. the suspension of cash payments which 
had been in operation since February 27, 1797. It was, 
however, emphasized that such a plan would be 
“‘ materially obstructed and delayed by a continuance of 
the drain upon the Bank ”’ caused by “‘ the engagement to 
pay in cash all its notes outstanding, of an earlier date 
than January 1, 1817, and its payments in cash of 
fractional sums under {5.’’ For this reason it was 
recommended that an Act should be passed to restrain all 
such payments in gold coin until the Committee’s final 
Report had been received and considered by the House. 

The final Report, dated May 6, 1819, contains 20 pages, 
to which are added 241 pages of Evidence and 44 
Appendices. At the outset it examines the liabilities 
and assets of the Bank of England, the former amounting 
to £33,894,580, of which {26,094,430 represented notes in 
circulation, and the latter to £39,096,900, leaving a surplus 
of {£5,202,320, which was exclusive of the permanent 
debt due from the Government to the Bank, which now 
amounted to £14,686,800 and was repayable on the expira- 
tion of the Charter. ‘‘ This,’’ we are informed, “‘ furnishes 
a clear and decisive proof of the flourishing condition of 
the affairs of the Bank of England and justifies that 
ample confidence which the public have reposed in the 
stability of their resources.” 

With reference to ‘the expediency of reverting to 
cash payments at the period fixed by law for their 
resumption,” and the method of resuming, the following 
“plan ’’ was proposed : 


1. That, after May 1, 1821, the Bank shall be liable to deliver a 
quantity of gold, not less than 60 ounces, of standard fineness, at the 
Mint price of £3 17s. 104d. per ounce in exchange for such an amount 
of notes presented to them as shall represent, at that rate, the value of 
the gold demanded. 

2. That this liability of the Bank to deliver gold in exchange for 
their notes shall continue for not less than two nor more than three 
years from May 1, 1821, and that at the end of that period cash 
payments shall be resumed. 

3. That on a day, to be fixed by Parliament, not later than 
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February 1, the Bank shall be required to deliver gold of standard 
fineness in exchange for their notes (an amount of not less than 
60 ounces of gold being demanded) at £4 Is. per ounce, that being 
nearly the market price of standard gold in bars on an average for the 
last three months. 

4. That on or before October 1, 1820, the Bank shall pay their 
notes in gold of standard fineness at the rate of £3 19s. 6d., and on or 
before May 1, 1821, at the ancient rate of £3 17s. 104d. 

The Lords Secret Committee of 1819 conducted its 
inquiry under the chairmanship of the Earl of Harrowby, 
and its 13 members included the Duke of Wellington, 
the Marquis of Lansdowne, the Earl of Liverpool, and 
Lords King, Grenville, Redesdale and Laudersdale. Like 
the Commons Committee it presented two Reports, and 
with few exceptions it examined the same witnesses. 
Both Reports are dated May 12, 1819. The first makes the 
same recommendation as that contained in the first Report 
of the Commons Committee. The second, which contains 
24 pages, to which are added over 400 pages of Minutes 
of Evidence and Appendices, is very similar in substance 
to the second Report of the Commons Committee. It 
recommends the preceding “ plan ’”’ with certain modifica- 
tions, such as lengthening the interval of time before the 
Bank should be allowed to resume “‘ cash payments on the 
ancient system,” and bringing forward the date for the 
resumption of bullion payments. 

The plan of bullion payments was adopted by both 
Houses, and the Resumption Act (59 Geo. III, c. 49) was 
passed which provided that between February 1 and 
October 1, 1820, the Bank was to cash its notes in ingots 
of standard fineness in quantities of not less than 60 
ounces at £4 Is. per ounce, that after October 1 the rate 
had to be reduced to £3 19s. 6d. per ounce, and after 
May I, 1821, to the Mint price of £3 17s. 10$d., while 
full payments in coin were to be resumed on May I, 1823. 
The increase, however, of the Bank’s reserve made it 
possible for full resumption to take place on May I, 1821, 
the period of suspension having thus lasted 24 years and 
2 months. 

It is interesting to note that though both these Secret 
Committees, and the majority of the witnesses which they 
examined, where in agreement with the views expressed 
in the Bullion Report with reference to the regulation of 
note issues in accordance with the state of the exchanges 
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and the price of bullion, the Bank’s directorate were 
still antagonistic to these principles. This is proved by 
the fact that on March 25, 1819, it resolved :— 

That this Court cannot refrain from adverting to an opinion, 
strongly insisted on by some, that the Bank has only to reduce its 
issues to obtain a favourable turn in the exchanges, and a consequent 
influx of the precious metals; the Court conceives it to be its duty to 
declare that it is unable to discover any solid foundation for such 
a sentiment. 


Though this resolution was, on the motion of 
William Ward, rescinded in 1827, it was not until the next 
banking inquiry in 1832 that the Bank’s directors appear 
to have been unanimously of opinion that the state of the 
foreign exchanges should be taken into consideration in the 
regulation of note issues. “I do not think,’’ said Ward, 
with reference to this change in policy, during the inquiry 
of 1832, “there is one person in the Bank of England 
that denies it, or is disposed to act in opposition toit ... 
I always believed in Mr. Horner’s time that this principle 
was completely right . . . but with regard to the Bank 
over and over again they found the practice wrong in 
their estimation.” 


United States Investment Banking 
Consolidation 


As we go to Press, news comes to hand that the 
business of the Chase Securities Corporation and Harris 
Forbes & Company relating to the purchase and distribu- 
tion of securities, will be consolidated as from July tst 
under the name of the Chase-Harris Forbes Corporation. 
The Chase Securities Corporation will continue its present 
business other than operations to be conducted by the 
Chase-Harris Forbes Corporation. Its officers will be 
distinctive from those of the Chase-Harris Forbes 
Corporation. 

Officers of the Chase-Harris Forbes Corporation 
will include Mr. Lloyd W. Smith, Chairman of the 
Governing Board, Mr. John R. Macomber, Chairman of 
the Board of Directors, Mr. Halstead G. Freeman, 
Chairman of the Executive Committee, Mr. E. Carleton 
Granbery, vice-Chairman of the Board, Mr. Harry M. 
Addinsell, President. 
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Matters of Law 
The Principle of Estoppel 


N the practical work of the commercial world when 
Ii comes into touch with legal principles as applied 

by the lawyers there is often enough confusion; and 
bankers, no less than other people, not infrequently 
denounce the law as not being at all times accordant 
with good sense. That criticism one finds is due 
mainly to a misunderstanding of the basic principles 
of law. We propose to discuss some of those first prin- 
ciples from the point of view of their practical application 
to banking work and begin with one that has been much 
misunderstood. Yet no principle of law is more often 
applicable in some form or other than that of “ estoppel.” 
The other day, for instance, close consultation among 
counsel revealed a difference of opinion upon the question 
whether—granted certain facts that were admitted— 
documents purporting to be executed under seal by a 
company customer were binding on the company as 
against the banker who had paid on them, although the 
instruments were executed without due authority— 
that is to say, they were in effect forgeries. 

The bank interested in this particular case claimed 
that the company was estopped from denying the validity 
of its sealed signatures on two grounds: first, by the 
common doctrine that as the documents purported to be 
executed according to the mode as arranged with the 
bank, the bankers were entitled to assume the proper 
performance of the execution on the principle of Royal 
British Bank v. Turquand and the many cases following 
it; and, secondly, on the ground that the company 
must be taken to have ratified or adopted the documents 
and could not be heard to say they were invalid because 
two of the directors actually discovered the facts, and yet 
the board failed to warn the bank for a period of a week 
after such knowledge whereby the bank made a consider- 
able payment on the forged document. The facts were 
very complicated, but the nett result was as stated above. 
As to both points, the bank was on rather slender ground. 
For there was in fact a slight discrepancy between the 
form of execution and the ordinary mode in use which 
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it might well be contended should have put the bank 
on inquiry. Further, it was not at all certain that the 
way in which the knowledge of the fraud came to the 
two directors—in their capacity of directors of another 
allied company—could be relied on as affecting the com- 
pany whose signature had been forged with notice. 
Hence the case was, after some discussion, settled on terms 
rather than place the complex situation before the Courts 
with all the expense and uncertainty that thereby would 
undoubtedly have been caused. 

Again, a few weeks ago, a legal correspondent in- 
formed us of another of those vexatious cases of pass- 
book errors which have in the past at times raised diffi- 
culties owing to the doctrine of estoppel whereby a bank 
in certain circumstances cannot be heard to plead the 
error where a customer has in good faith and without 
negligence on his part altered his position in reliance 
on the bank’s representation of his account as shown by 
the pass-book. 

This all-pervading doctrine of estoppel is of very 
general application and is always cropping up in the 
Courts in one shape or another. Although our subject 
is its application to banking practice, it is of interest 
to observe that in the latest issue of the Law Reports, 
the June number of the Chancery Reports [i.e. (1931), 
Chancery at page 496] is a fairlylong report of a case raising 
the principles of estoppel in connection with a company’s 
share certificates. It bears, too, upon the case mentioned 
at the outset of our remarks. In South London Greyhound 
Racecourses v. Wake just reported, Mr. Justice Clauson 
had to deal with a case where two men were respectively 
director and secretary of two different companies and 
purported to transfer to the creditor of one of those com- 
panies fully-paid shares in the other company as security 
for the first company’s debt, and they gave a certificate 
of such shares to the creditor which appeared to be in 
order, for it was signed by a director and the secretary. 
When this transaction came to the notice of the board of 
the company whose shares purported thus to have been 
transferred, they repudiated the certificate and claimed 
ratification of their register on the ground that the pur- 
ported transferor was not entitled to the shares. We 
would invite the attention of our readers to the facts of 
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that case, because it interestingly illustrates the way in 
which such cases as these may arise and how the Courts 
treat estoppel. For seeing that the certificate was fraudu- 
lently executed and that there was no due authority given 
as required by a resolution of the board of directors, it was 
not binding upon the company unless the holder could 
succeed in persuading the judge that the company was 
estopped from setting up the want of authority. This he 
attempted to do. The certificate was signed by an actual 
director and the actual secretary and bore the seal of the 
company and, according to the articles, such signatures 
were in order if authorized by the board. Why therefore 
was not the company by its representation estopped from 
denying the validity of the document as against the 
innocent holder of the certificate? If one looks at the 
necessarily short statements of the law in some of the 
textbooks, one will learn that there was ground for such an 
argument. But it soon appears that, although the sig- 
natures were not forged, the use of the seal was never 
authorized in fact as provided by the articles, nor was the 
matter one in which, according to normal practice, a single 
director without express authority of the board would 
have power to affix the seal. The Court treated the certi- 
ficate as a forgery and, on the facts, found that the person 
to whom it had been issued had acted on no representation 
of the company that misled him to his detriment. 

The above cases, even shortly stated as they have been, 
are sufficient to show how lively and persistent a part the 
doctrine of estoppel plays in modern commercial law. 
And a short review of other cases that have arisen out 
of banking business will indicate how very necessary it is 
to an understanding of many situations that a banker 
should have not merely some knowledge of the decided 
cases, but a real grasp of the principle underlying. Thereby 
he may comprehend how, on the whole, the law favours 
common sense and the notion of fair play. For, after all, 
good sense and good faith combine to found this im- 
portant principle of estoppel. We could cite very many 
actual cases that have been discussed, but a few samples 
must suffice. 

First, however, let us set out the main principle as it 
has been stated by eminent judges from the earlier part 
of last century. Where one by his words or conduct 
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wilfully causes another to believe in the existence of a 
certain state of things, and induces him to act upon that 
belief, or to alter his own previous position, the former is 
precluded from averring against the latter a different 
state of things as existing at the same time. In the 
sense here used “ wilfully ’’ means, if not that the party 
actually represents that to be true which he knows to be 
untrue, at least that he means his representation to be 
acted upon, and that it is acted upon to the actor’s 
detriment. If, whatever a man’s real intention may be, he 
so conducts himself that a reasonable man would take the 
representation to be true and believe that it was meant 
that he should act on it and did act upon it as true, the 
party making the representation would be equally 
precluded or estopped from then contesting its truth to 
the detriment of the party acting upon it. Also conduct 
by negligence or omission where there is a duty cast upon 
a person by usage of trade or otherwise to disclose the 
truth, may often have the same effect. As for instance, 
a retiring partner who omits to notify his retirement to 
those dealing with the partnership in the usual mode, 
so that it is made known that the continuing partners are 
no longer his agents, may be bound by the partnership 
contracts made with third persons on the faith of the 
continuing partners continuing to be authorized to act as 
his agents. 

In short, valuable as is the maxim “ Magna veritas 
et prevalebit ’’ there may be invented another companion 
maxim ‘‘ Magna bona fides et prevalebit.’”” For it is not 
always good faith that the truth should be set up. 
So it is that estoppel says you cannot be heard to set 
up the truth where someone has acted to his detriment 
on your representation by words or conduct of what is 
not the truth. Once you have induced another by 
misleading him to act on a representation good faith 
demands that you cannot be heard to set up against such 
an one another state of facts. 

Bearing in mind the principle of the doctrine let us 
note one or two applications of it. First, take the case 
of William Ewing & Co. v. The Dominion Bank of Canada 
(1904), A.C. A man named forged the name of William 
Ewing & Co. to a promissory note due four months later 
and handed it tothe bank. “‘ Following a wise and proper 
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practice,’ as Lord Davey described it, the bank gave 
notice (received next day) to Ewing & Co. that they had 
received the note and stated its purported due date. 
Ewing & Co. (for some reason wishing to screen the forger) 
did not in any way notify the bank not to pay the note 
nor inform them that it was a forgery, with the consequence 
that in the meantime the bank paid out the amount. 
The question then arose, were Ewing & Co. afterwards 
estopped by their non-communication? The judge in 
Canada naturally held that they were estopped from 
denying the signature owing to their not informing the 
bank that the note was forged. They stood by and 
allowed the bank to alter their position by payment of 
the note after notice of its receipt by them. One would 
have thought this aclearcase. Yet Ewing & Co. appealed 
to two Appellate Courts in Canada, both of which rejected 
their appeal. The Privy Council (through Lord Davey) 
refused leave to appeal further, holding that after all 
the law was clear and that there was ample material for 
the Canadian Court to hold the bank’s customer estopped. 
He said: “‘ Whether the circumstances were such as would 
raise either an estoppel against Messrs. Ewing & Co. 
or would amount to what Lord Blackburn in M‘Kenzie v. 
British Linen Co. calls a ‘ ratification’ by the supposed 
makers of the note of their signature is absolutely a 
question of fact.” 

At the outset therefore we have stated the doctrine 
in general terms, and we now note that its application is a 
question of fact to be decided in the particular circum- 
stances of each case. Judges or juries, counsel or layman, 
may well come to differing conclusions on the facts, 
but the principle remains the same. The case of 
M‘Kenzie v. British Linen Co. (6 App. Cos.), to which 
reference was made above, thus stated the principle as 
familiar to bankers. A person who knows that a bank 
is relying upon an instrument (such as a bill of exchange) 
upon which his signature is in fact a forgery cannot lie by 
and say nothing and not divulge the fact until he sees that 
the position of the bank is altered for the worse. But 
there is no principle on which his mere silence for a 
fortnight from the time when he first knew of the forgery, 
during which time the position of the bank was in no 
way altered or prejudiced, can be held to be an admission 
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or adoption of liability for the signature, or an estoppel. 
In this case “‘ the bank had given no fresh credit in the 
interval nor lost any remedy which if the information 
had been given earlier they might have made available ” 
(per Lord Blackburn). 

Another case of the same kind is Ogilvie v. West 
Australian Co., where the agent of a bank informs a 
customer that forged cheques, forged by one of its em- 
ployees, have been debited to him but requested him 
to keep silence and he therefore did nothing thinking he 
was thereby acting in the bank’s interest. Obviously the 
customer in such a case was not estopped from relying on 
the fact of forgery as against the bank. 

Again in such cases as these “ in order to relieve the 
banker from the consequence of paying upon a forged 
cheque {or any other document or instrument] it is not 
enough for him to show that the conduct of his customer, 
wilful, careless or wasteful, or all, enabled the fraud to be 
committed. He must show that the conduct of the 
customer caused him to pay the money upon the forged 
cheque’ (per Kennedy, J., in Lewes Sanitary Laundry 
Company v. Barclay & Co. (1906), 11 Commercial cases). 
These words merely applied the well-known rule estab- 
lished by earlier judges to the effect that negligence to 
make an estoppel must be in, or immediately connected 
with, the transaction itself which is complained of—e.g. per 
Lord Halsbury in Vagliano’s case: ‘‘ The carelessness 
or neglect of the customer as regards precautions 
unconnected with the transaction itself cannot be put 
forward by the banker as justifying his own default.” 

In the Barclay case cited above Mr. Justice Kennedy 
had to deal with a case of this kind illustrating the point 
above stressed : The three directors of a limited company 
appointed the son of the chairman as secretary. Four 
years previously the father knew that the son had forged 
his signature but since then had lived a blameless life. 
The other two directors knew nothing of the early esca- 
pade of the son and the new secretary was given the 
custody of the company’s cheque book and bank pass- 
book and the directors reposed such confidence in him 
that they did not require the production of the cheque 
book at their meetings. The young man having forged 
the signature of one of the directors on a number of 
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cheques purporting to be drawn on behalf of the company 
(one director and the secretary alone were required to 
sign cheques) obtained payment and used the money. 
In an action by the company against the bank to recover 
the amounts of these forged cheques the defence of estoppel 
on the ground of the company’s negligence was set up 
and failed. The judge held that the knowledge of the 
chairman of his son’s forgery four years before could not 
fairly be attributed to the company nor even if it could 
would it be sufficient to raise estoppel by negligence 
followed as the act was by four years’ good conduct. 
And as to no sufficient check on the secretary as regards 
the cheque book the judge did not think “ that the crime 
of forgery flowed from it as a result in ordinary or natural 
sequence.” 

The same sort of point was made and failed in the 
well-known case of Kepitigalla Rubber Estates v. National 
Bank of India (1909), 2 King’s Bench, again the case of a 
company secretary forging directors’ signatures to a num- 
ber of cheques and obtaining payment from the company’s 
bankers. There the directors had not regularly examined 
the cash-book and bank pass-book during the period over 
which the forgeries extended. Also the pass-book 
which contained entries of the forged cheques had been 
returned to the bank without demur to those entries by 
the company which at the time had no knowledge of 
the forgeries—only the fraudulent secretary knew of his 
own misdeeds. These facts, however, were not held 
sufficient to establish an estoppel against the company. 
That is to say their negligence, if any, had no direct 
relation to the acts or transactions in question so as to 
make their conduct the actual causa causans of the fraud. 
The crime of forgery stepped in and was the direct cause 
of the loss. 

In all these cases the matter would have been different 
if, in regard to the particular acts, the company had made 
some specific representation, or knowing of the forgeries 
stood by and wilfully allowed the bank to pay without any 
attempt to put matters straight. Theysuffice to emphasize 
certain salient facts (1) that to found an estoppel there 
must be some misleading representation either express or 
implied by conduct misleading and such as would 
naturally mislead a reasonable man entitled to rely on it 
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and who does in fact rely on and act on it. (2) Such 
representation cannot be supported by proof of any general 
negligence at large, but it must be some breach of a duty 
owed to the person relying on the doctrine of estoppel 
and connected with the actual transaction. On this a 
humorous example was given by a lecturer once: “ If I 
walk down the Strand with my coat undone and my watch 
hanging out and a thief snatches it I am in the common 
language negligent. But suppose the thief pawn the 
watch I can recover the stolen property from the pawn- 
broker. He could not set up an estoppel against me for 
my general negligence for that was not the proximate 
cause of his loss nor did I owe him any duty not to walk 
about with my watch hanging out.’ (3) The party 
setting up the estoppel must be able to show that by 
acting on the representation he altered his position 
thereby. In the case of a forgery for instance (where 
non-disclosure by the other party can be set up) that he 
paid to his detriment or else lost some remedy he might 
have had against the forger had he been informed so soon 
as the fraud was discovered by the other party. 

It must not of course be taken that a forgery in itself 
is capable of ratification in the proper sense of that 
term. It is a different thing to say, as the cases do, that 
though a forgery cannot be ratified (for it is an illegal act 
not purporting to be done as agent at all), nevertheless he 
whose signature or seal has been forged or fraudulently 
used may by his active conduct or his neglect of plain 
duty be stopped from setting up the forgery as an answer 
to an innocent party when his conduct or neglect has led 
to rely on the document as genuine. 

Before dealing with further classes of case where 
estoppel operates (such as pass-book entries, negotiable 
instruments, deposits of indicia of title as security by 
brokers or agents and so on), it may be as well to observe 
that the word “ estoppel ”’ is often loosely used to cover 
situations that really are not estoppel properly so called. 
A true estoppel involves the ingredients set out above. 
Sometimes, however, it is used as against a banker in 
regard to paying on a customer’s forged cheque. The 
banker may in common parlance be said to be estopped 
from setting up that it was his customer’s signature. 
That is wrong. Estoppel has nothing to do with it. 
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It is simply a case of breach of the contract, the banker 
having paid without his customer’s actual mandate. And 
a case in favour of a banker that is sometimes grounded 
on estoppel is the case of a “ raised ’’ cheque where a 
customer’s negligence has resulted in one of his em- 
ployees fraudulently altering the amount of a cheque. 
But that is now rather put on the doctrine that it is part 
of the customer’s duty to the banker to observe reasonable 
care in bringing into existence his mandate and in securing 
the proper completion of his cheques. Such a duty is 
part of the implied contract between banker and customer 
(see Joachimson v. Swiss Bank Corporation and Macmillan 
v. London Joint Stock Bank). 

Wherever a claim for loss can be established or 
admitted by appeal to a contract or breach of a definite 
duty one does not need estoppel. ‘“‘ Estoppel is merely 
a rule of evidence which prevents the person estopped 
from giving certain facts in evidence even though they 
may be true”’ (per Farwell, L.J.in Fry & Smellie (1912), 
3 K.B. at p. 295) and operates to hold the estopped 
person to some representation he has made either ex- 
pressly or implicitly, intending it to be acted upon, which 
representation is acted upon to the alteration of position of 
the other party. It is in short a rule of good faith to 
prevent what would otherwise be inequitable and in 
bad faith. All the cases of true estoppel can be reduced 
to the simple proposition that a person cannot set 
forward as true something upon which another person is 
intended to act and does act and afterwards be allowed to 
come forward and set up a different state of facts even 
though they be true. In following out the application 
of this doctrine we shall see how vital to ordinary banking 
business it is. 
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Banking Appointments and 
Ketirements 


Barclays Bank. 

Mr. W. H. Wiggin, D.S.O., has been elected to a seat 
on the Board of the Bank. Mr. Wiggin was born in 1888 
and educated at Eton and Trinity College, Cambridge. 
He has been connected with Barclays Bank since 1927, 
as a member of the Local Board at Birmingham, of 
which he became Chairman as recently as last April. Apart 
from his banking activities he holds the office of Deputy 
Lieutenant of Worcestershire, and is a Justice of the 
Peace for Worcester. Mr. Wiggin is also a Director of 
Messrs. J. B. Brooks & Co., Ltd., and of Messrs. W. Hunt 
& Sons, Ltd. He is also Deputy Chairman of the Midland 
Caledonian Investment Trust, Ltd. During the war he 
held the rank of Lieutenant-Colonel in the Worcester 
Yeomanry, receiving the D.S.O. and bar. 

Mr. S. W. Boulton has been appointed Manager of 
Barclays Bank at South Shields. Mr. Boulton, who was 
born in 1887, was educated at the Dean Close School, 
Cheltenham. He joined Barclays Bank in January 1921, 
and relinquishes the post of Manager at Monkseaton to take 
up his new post at South Shields. He served in the war 
with the Durham Heavy Battery from 1916 until 
September, 1918. 

Mr. H. S. Ling has been appointed Manager at Cromer. 
Born in 1894, he was educated at Norwich High School. 
His family has long been associated with the bank—his 
father was Manager at Attleborough—and he himself 
joined the service in March 1911, since when he has held 
various positions in different branches of the bank in the 
East of England. He served in France during the war 
and has since joined the Territorials as a Captain in the 
Norfolk Regiment. He is a keen golfer and tennis player. 


Lloyds Bank. 

Mr. C. M. Dron has recently been appointed Joint 
Manager at Southampton. Mr. Dron was born in 1874 and 
educated at the Classical and Commercial School, 
Dorchester. He joined Lloyds Bank in 1908, having pre- 
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viously worked with Messrs. Eliot & Co. for fifteen years. 
He held the position of Manager at Newport (Salop) 
from 1920 to 1924, when he was appointed Manager at 
Swindon, where he remained until his present appoint- 
ment. Apart from banking activities he held the position 
of Treasurer of the Swindon and North Wilts. Victoria 
Hospital. He served with the Honourable Artillery 
Company from 1914-1919. His recreations are motoring 
and golf. 

Mr. Bennett L’Estrange Burges is retiring from the 
position of District Manager of the Newcastle-on-Tyne 
area after 44 years’ service. He was first appointed at the 
age of 16 to the Birmingham head office of Lloyds, 
Barnetts and Bosanquets Bank. He moved in 1897 to the 
Inspection Staff of Lloyds Bank, London, after which he 
became successively Manager at Birmingham, a London 
Inspector, Manager at Lambton’s Branch, Newcastle, Con- 
troller of Advances, Newcastle, and finally to the position 
which he is now relinquishing. He has been a Fellow of 
the Institute of Bankers since 1922. He holds several 
other positions, including the Chairmanship of Lloyds 
Bank Sports Club, Northern Area, and is President of 
the Northern Counties Badminton Association. Mr. 
Burges’ chief recreation is lawn tennis, though he now 
plays more golf and is also fond of badminton and 
gardening. Before he went North, however, he was a 
regular member of the Warwickshire County Tennis Team. 


Lloyds and National Provincial Foreign Bank. 


Mr. H. J. Barrelet and Mr. E. Cecil Jones have been 
appointed Joint General Managers of the Bank in succes- 
sion to the late Mr. Stocks. Mr. E. M. Toulmin, the 
present Managing Director in Paris, who has been with 
the Bank since 1913, is retiring from active service, and 
will be appointed Resident Advisory Director in Paris. 

Mr. E. R. Henderson has been appointed General 
Manager in London, Mr. G. R. A. Hardiman, Deputy 
General Manager, Paris, and Mr. Frederick Gould, 
Manager of the City Office, London. 


Williams Deacon’s Bank. 


We regret that owing to an oversight two misprints 
occurred last month. On page 247, Mr. G. Jagger was 
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referred to as Mr. E. Jagger, and on page 248, line 2, 
Mr. Walker’s name was substituted for that of Mr. Jagger. 
We would like to call the attention of our readers to these 
corrections and make our apologies to Mr. Jagger. 


Yorkshire Penny Bank. 

Mr. E. Mawson, the Manager of the Yorkshire Penny 
Bank, Cleckheaton, retired recently on pension. Mr. 
Mawson was Manager at Cleckheaton for 30 years and 
had a total service of over 46 years in the Bank. Whilst 
at Cleckheaton he was an active worker at St. John’s 
Church. He was an ardent Freemason and was elected 
Worshipful Master of the Friendship Lodge in 1927. He 
was keenly interested in music and was actively associated 
with the local operatic society from its inception. 

Mr. W. Mason, who has taken Mr. Mawson’s place 
at Cleckheaton, has served at the Chesterfield, Sheffield, 
Stockton and Hull Branches of the Bank. He was in 
the Army for over four years during the war. 

Mr. J. W. Holroyd, the Manager of Ilkley Branch, 
has also retired recently. Mr. Holroyd commenced his 
career in the Bank at Halifax. Prior to appointment as 
Manager of Ilkley Branch in 1918 he held the positions of 
Manager of Otley Branch and Assistant Manager of Leeds 
Branch. Mr. Holroyd, who took an active interest in 
church work, has held various offices in connection with 
the Ilkley Parish Church, including that of Secretary to 
the Parochial Church Council for ten years. Mr. Holroyd’s 
outdoor pursuits include swimming and bowls. 

Mr. H. C. Pohlmann has been appointed Manager at 
Ilkley. Mr. Pohlmann has served at Sowerby Bridge, 
Halifax, Burnley and Middlesbrough Branches of the 
Bank, and prior to his transfer to Ilkley was Manager of 
Thornaby Branch. He was a member of the Committee 
of the Middlesbrough Centre of the Institute of Bankers 
since its formation. He is a keen musician. 

Mr. F. W. Robinson, of Bradford, has been appointed 
Manager at Thornaby. Mr. Robinson entered the service 
of the Bank in Leeds some 20 years ago, since when he 
has served at various branches in the Bradford area. 
During the war he served in the Royal Field Artillery in 
France. He is a keen motorist and camper. 

Mr. A. Cotton, who was Manager of Accrington 
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Branch for 17 years, has retired on pension. He has been 
on the Staff of the Bank for 42 years; and before going to 
Accrington had served at Halifax, Leeds and Sheffield. 
At Sheffield he was Assistant Manager for eight years. 
Mr. Cotton is an enthusiastic golfer. He is a Director 
of the Baxenden Golf Club and has been captain of the 
club for the past two years. 

Mr. H. Fitzgibbon, who succeeds Mr. Cotton as 
Manager of Accrington Branch, was for nine years Manager 
at Skipton. He had previously had experience in the 
Leeds area and was for some time on the H.O. Inspection 
Staff. In the war he served with the Royal Welch Fusiliers 
in Mesopotamia. His chief recreations are golf, fishing 
and bowls. 

Mr. G. Sugden, of the Head Office Inspection Staff, has 
been appointed Manager of Skipton Branch. During his 
twenty years in the Bank he has worked chiefly in the 
Leeds area and on the Head Office Staff. He served as 
a Sub-Lieutenant in the R.N.V.R. during the war and 
was wounded in 1918. Music is one of his hobbies and 
he was for some years Secretary of the Leeds Symphony 
Society. 


International Banking Keview 
The Bank for International Settlements 


r [int monthly board meeting of the Bank for 

International Settlements was held on June 8. 

The board welcomed the three new directors elected 
at the last meeting: Dr. Bachmann, President of the 
Swiss National Bank, Mr. Ivar Rooth, President of the 
Swedish Riksbank, and Dr. Vissering, President of the 
Netherlands Bank. The board discussed the report of 
the committee appointed for the examination of the 
questions of medium-term credits. It instructed the 
management of the Bank to study the best method 
of financing operations of this kind by means of creating 
an independent credit bank under the auspices of the 
Bank for International Settlements, or by any other 
method which would not entail the immobilization of 
the resources of the Bank. The board unanimously 
approved the arrangements concluded between the Bank 








40 THE BANKER 


for International Settlements and the Austrian National 
Bank, as well as the agreement concluded between the 
Bank for International Settlements and a group of 
central banks participating in the credit accorded by the 
former to the Austrian National Bank. 

At the request of the Austrian National Bank, the 
Bank for International Settlements appointed Dr. Bruins 
as financial adviser to the former during the present 
difficulties. Dr. Bruins was commissioner of the 
Reichsbank under the Dawes Plan. 

The monthly return of the Bank for International 
Settlements shows a further expansion of its resources, 
which have now reached a new high record at 2,126,000,000 
Swiss francs, as compared with 1,943,000,000 francs on 
April 30. This increase was largely the consequence 
of the accumulation of funds on account of treasuries in 
anticipation of the maturity of American war debt instal- 
ments on June 15. It is to be expected that the next 
monthly return will show a setback in the amount of the 
Bank’s resources. 

UNITED STATES 

After the amalgamation movement among banks had 
been at a standstill for several months, at the beginning 
of June two important bank fusions were announced in 
Chicago. The First National Bank of Chicago, which 
is the second largest bank of the City, is to absorb the 
Foreman State National Bank, which is the third largest 
bank. Six affiliated banks of the Foreman State National 
Bank have been closed until the readjustment can be com- 
pleted. The clearing house association has guaranteed 
the deposits of these affiliated banks to the extent of 
$10,000,000. As a result of the transaction, the First 
National Bank of Chicago will increase its resources to 
$883,000,000. The second bank fusion is that of the 
National Bank of the Republic and the Central Trust 
Company. The new bank’s name will be the Central 
Republic Bank, and its resources will amount to 
$350,000,000. 

In spite of many adverse rumours, which continued 
to circulate during the past month, there have been no 
banking troubles in New York. The uneasiness caused 
by the failure of several Stock Exchange firms and the 
heavy decline of prices in Wall Street did not affect the 
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banking position. There have, however, been numerous 
small failures in Chicago, ascribed to the depreciation in 
real estate values there. 


FRANCE 


The liquidation of the banks belonging to the Bauer 
Marchal group has now been completed. Arrangements 
have been made for the liquidation of the Banque 
d’Alsace et de Lorraine which will be divided up between 
the Société Alsacienne de Crédit Industriel et Com- 
mercial and the Société Nancéienne de Dépdts. The 
Banque Privée is also being liquidated. Its head office 
will be transferred to Paris and will change its name to 
that of Banque Privée Industrielle et Commerciale. Its 
branches in the south-west of France will be trans- 
ferred to a new affiliate of the Crédit Industriel et 
Commercial called the Société Toulousaine de Crédit 
Industriel, while the Société Lyonnaise de Dépéts will 
take over the bank’s branches in south-eastern and 
central France. To that end, the shareholders’ meeting 
of the Société Lyonnaise de Dépdts have authorized the 
board to increase the capital to 100,000,000 francs. 
For the present it will be raised from 32,500,000 francs 
to 60,000,000 francs. Of the new shares, 18,500 will be 
issued in exchange for the acquisition of the south- 
western and central branches at the Banque Privée, 
while 91,000 shares will be issued at a price of 400 francs 
per share. The Société Alsacienne de Crédit Industriel 
et Commercial has changed its name to Crédit Industriel 
d’Alsace et de Lorraine and is increasing its share capital 
from 40,000,000 francs to 75,000,000 francs. The trans- 
action is connected with the absorption of some of the 
branches of the Banque d’Alsace et de Lorraine. As 
a result of these changes, the resources of the Société 
Générale de Crédit Industriel et Commercial, which 
controls the whole group, will be increased considerably. 
As this bank has undertaken to absorb the Banque 
d’Alsace et de Lorraine and the Banque Privée, so as to 
facilitate the liquidation of the Bauer Marchal group, 
it may be taken for granted that it was assured of official 
help to finance the absorption of these banks. 

The number of bank failures in France has declined 
considerably during the last month or two. The only 
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suspension during the last few weeks was that of the 
Banque Crallier (Crédit Commercial de |’Ysére et de 
St. Etienne), which has suspended payment as a result 
of heavy withdrawals of deposits and will be wound up. 
The shareholders of the Banque de Saigon have passed 
a resolution that the bank should be wound up. 

The Yokohama Specie Bank has decided to close 
down temporarily its Lyons branch and to open a branch 
in Paris in agreement with the Banque Franco-Japonaise. 

The results of French colonial banks for the year 1930 
were, on the whole, fairly satisfactory. Although the 
net profits of most of them were lower, the decline was 
comparatively moderate considering the agricultural 
crisis. The net profits of the Banque Commerciale du 
Maroc declined from 2,989,000 francs to 2,332,000 francs. 
The Banque Commerciale Africaine earned a net profit 
of only 4,142,000 francs for 1930 against 5,629,000 francs 
for 1929. On the other hand, the Banque de Tunisie 
increased its net profits from 2,081,000 to 2,322,000 
francs. It is maintaining its dividend at 50 francs per 
share though its capital was doubled last year. The 
Crédit Foncier de Syrie increased its net profits from 
433,000 francs to 451,000 francs. The net earnings of 
the Crédit Foncier de l'Ouest Africain for 1930 amounted 
to 2,066,000 francs which has been used for writing 
down preliminary expenses. The net profits of the 
Banque de Madagascar for 1930 are expected to be only 
slightly less than the amount for 1929. The bank, 
together with the Crédit Foncier de Madagascar and the 
Comptoir Nationale d’Escompte, has concluded an agree- 
ment with the Government of Madagascar as to special 
medium-term credit facilities for agricultural producers 
in the colony. 

It is understood that arrangements are being made 
for the establishment in Paris of a gold refinery with a 
fairly considerable capacity. Up to now the Comptoir 
Lyon-Alemand and two smaller Paris firms have been 
engaged in refining to a limited extent, but their total 
capacity was negligible. The three French firms intend 
now to establish a company to which they will transfer 
the plant, goodwill, and capital of their gold refining 
departments and which will make arrangements for 
refining gold on a large scale. Possibly this scheme is 
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due to the desire of French banking interests and 
authorities to strengthen the position of Paris as an 
international financial centre. 


GERMANY 

The outstanding event in German banking during the 
past month was the arrangement made between the bank- 
ing firms of S. Bleichréder, Berlin, and Gebr. Arnhold, 
Dresden, to establish close collaboration, especially with 
regard to foreign business. In connection with this 
arrangement, the affiliated bank of the latter in Switzer- 
land, Adler and Co., Zurich, will increase its capital. 
The Berlin banking firm, Hardy and Co., has also decided 
to concentrate to a greater extent than before on foreign 
business. Herr Fritz Andreae, senior partner of the 
banking firm, is giving up his partnership and will become 
the foreign representative of the firm. 

There have been a few more small bank suspensions 
during the month under review. The MHansabank 
Oberschlesien has suspended payment with liabilities 
of 6,800,000 Rm. It was established ten years ago and, 
until 1929, it paid a dividend of 9 per cent. The banking 
firm, Martin Goldschmidt, Hanover, has suspended 
payment. It was established in 1903. 


ITALY 

The net profits of the Banco di Sicilia amounted to 
10,840,000 lire in 1930, against 11,809,000 lire in 1929. 

Particulars of the arrangements made early this 
year to relieve the Credito Italiano of its security holdings 
are now available. In addition to the Societa Elettro- 
Finanzaria, which was established for that purpose some 
time ago with a capital of 350,000,000 lire, a holding 
company has been established under the name of Societa 
Finanzaria Italiana with a capital of 120,000,000 lire, 
in which, among others, the Italian Edison Co., Signor 
Feltrinelli, president of the Credito Italiano, and Signor 
Pirelli, the well-known industrialist, have participated. 
This company has taken over securities to an amount of 
about 450,000,000 lire. To finance the transaction, 
short-term credits have been raised to an amount of 
350,000,000 lire. 

The Banco Fernex and Co., Turin, closed its accounts 
for 1930 with a loss of 840,000 lire and will go into 
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liquidation. It is an old-established bank which was 
converted into a limited company in 1920. Until 
recently, Signor Gualino was a member of its board. 


HOLLAND 

The accounts of most Dutch banks show a considerable 
decline in their net earnings for 1930 as compared with 
1929. The Twentsche Bank earned 3,540,000 guilder 
against 4,514,000 guilder. The International Bank of 
Amsterdam earned a net profit of 1,704,000 guilder 
against 2,266,000 guilder in 1929. The earnings of the 
Incasso Bank have declined from 4,514,000 guilder to 
3,354,000 guilder. The net profits of the Continental 
Handelsbank, Amsterdam, declined from 820,000 to 
700,000 guilder. The Nederlandsche Bank voor de 
Middellandsche Zee earned 607,000 guilder, against 808,000 
guilder in 1929. The net earnings of the Surinaamsche 
Bank declined from 244,000 guilder to 155,000 guilder. 
Most banks reduced their dividend, though only to a 
slight extent. 

BELGIUM 

The banking firm of Raymond Buurmans et Cie., 
Paris and Brussels, has made arrangements to separate 
its Belgian branch from its French branch. The reason 
for this change is the new regulation of the Brussels 
Bourse according to which only Belgian houses can 
remain members. As the firm is mainly engaged in 
stock-exchange business, it has been decided that the 
Brussels house shall be detached from the Paris house 
and established as an independent Belgian company. 


SWITZERLAND 
The Banque Sautier S. A., Lucerne, has suspended 
payment. Its deficit is estimated at 3,000,000 Swiss 
francs. The bank is offering its creditors a settlement 
of 50 per cent. Its difficulties are said to be due to the 
recent failure of a Stuttgart insurance company. 


AUSTRIA 
The difficulties of the Credit Anstalt became accen- 
tuated during the month under review. There have 
been heavy withdrawals of deposits, both by local 
depositors and by foreign creditors. To meet these 
withdrawals, the Austrian National Bank granted the 
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Credit Anstalt extended rediscount facilities which have 
been fully made use of. The Austrian Savings Banks 
have been induced to deposit 50,000,000 schillings with 
the Credit Anstalt, under Government guarantee. Some 
progress has also been made towards the liquidation of 
some of the assets of the Credit Anstalt. Its Jugoslav 
affiliate, the Credit Bank of Ljubljana, has been taken 
over by a Jugoslav banking group and negotiations have 
been initiated to transfer its Czechoslovak banking 
interests to a Czechoslovak banking group. All these 
measures, however, would have been inadequate to save 
the bank but for the reasonable attitude of the London 
creditors, as well as some of the creditors in other centres. 
They agreed to carry on their credits provided that the 
Austrian Government guarantees these credits for a 
period of two years. The National Bank received 
support from the Bank for International Settlements 
and from a group of ten central banks to the extent of 
200,000,000 schillings, while the Bank of England has 
deposited to their credit with the Bank for International 
Settlements an immediate loan of 150,000,000 schillings. 
Mr. Van Hengel, one of the managing directors of the 
Asuntend Share Bank, has been appointed representative 
of the international creditors and has taken up his post in 
Vienna, while the London firm of chartered accountants, 
Binder, Hamlyn & Co., are investigating the bank’s 
affairs. 

The depreciation of securities caused by the difficul- 
ties of the Credit Anstalt resulted in the failure of 
an important Austrian private banking firm, Auspitz, 
Lieben & Co. Its liabilities amount to some 30,000,000 
schillings, and among the creditors there are several 
London banking houses. It is hoped that the creditors 
will receive a fairly high percentage of their claims 
through the realization of the private fortunes of the 
partners. 


CZECHOSLOVAKIA 


The Credit Anstalt crisis had some repercussions in 
Prague and at the end of May there were runs on two of 
the leading banks, the Union Bank, and the Bohemian 
Discount and Credit Bank. Both banks were able, 
however, to meet the withdrawals and confidence was 
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soon restored. It is believed that there will be several 
bank amalgamations in Czechoslovakia in the course 
of the next few months, as the number of banks is thought 
to be excessive. 

The net profits of the Anglo-Czechoslovak and Prague 
Credit Bank amounted to 20,833,000 crowns, against 
25,429,000 crowns for 1929. A dividend has been 
passed. 

ROUMANIA 

The repercussions of the Credit Anstalt affair upon 
Roumanian banking were comparatively slight. There 
was a short-lived run upon one of the leading banks, but 
it did not cause any difficulties. The leading Roumanian 
banks are believed to be in a fairly liquid position owing 
to the banking crisis early in 1930, which was a timely 
warning for the banks to increase their liquidity. The 
recent French loan has also increased the financial 
resources of the country. The position of the smaller 
banks is less favourable. The Bank of Industry and 
Commerce in Bucharest has applied for a settlement 
with its creditors. It offers to repay its liabilities in 
full in the course of three years. Its liabilities amount 
to 161,800,000 lei. The Co-operative Bank “‘ Cetatea ”’ 
of Brasov suspended payments. 

The net profits of the Temesvara Bank amounted to 
23,700,000 lei for 1930, against 24,190,000 lei for 1929. 
The net earnings of the Banco Commerciale Romana 
remained practically unchanged at 70,000,000 lei. 


POLAND 

Negotiations for the reconstruction of the Bank 
Handlowy of Lodz, which suspended payments some 
months ago, have reached a deadlock owing to disagree- 
ment between the Polish interests involved and the 
London banking group, the Bank’s principal creditor, 
as to the respective shares in the losses incurred. 
Although the London banks, which, in addition to their 
credits, hold also a substantial block of the Bank’s 
shares, were prepared to take a due share in the re- 
construction of the Bank and were even willing to grant 
additional credits, they found the Polish demand for the 
reduction of their claims unacceptable. 

The Bank Cukrownictwa of Posen earned a net 
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profit of 1,622,000 zloty for 1929. The dividend remains 
unchanged. The Banque Générale de Crédit earned a 
net profit of 541,000 zloty in 1930, as compared with 
759,000 zloty for 1929. Its dividend has been reduced 
from 8 per cent to 7 per cent. 
NORWAY 

The Aalesunds Credit Bank. in liquidation under 
public administration, has published its statement of 
accounts for 1930. The board is of the opinion that 
depositors and other creditors may expect to receive 
payment in full. It is expected that the Den Norske 
Handelsbank, in liquidation under public administration, 
will pay its creditors a dividend of 41-24 per cent. The 
A/S Forretningsbanken of Trondhjem has decided to 
reduce its share capital from 3,600,000 krone to 3,000,000 
krone. Creditors of the Andersens Ogbergens Credit Bank, 
in liquidation under public administration, are expected 
to receive a total dividend of 72} per cent., while those 
of the Centralbanken vor Norge are expected to be 
paid 87 per cent. 

PERSIA 

The Reserve Account of the Imperial Bank of Persia 

has been increased from £650,000 to £670,000. 


Cheap Money and Depression in 
the United States 


By H. Parker Willis 


N effort to cure financial and industrial depression 
Ain the United States is again in full swing under the 

leadership of the Federal Reserve banking system. 
It has taken some time for the community to realize 
that there was in progress a renewed attempt to use the 
old methods that have figured so conspicuously ever since 
the beginning of the past decade; but even the sceptics 
are now convinced, and the interest of the public to-day 
is rather to see how the plan will turn out than to assemble 
facts either for or against the view that cheap money is 
once more being invoked as a sovereign remedy for 
industrial ills. 
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As has usually been the case on similar occasions in 
the past, it has been thought needful to spread propaganda 
on the subject, and there is an effort to explain to the 
public the plans in mind, and to defend them. According 
to an officer of one of the Federal Reserve Banks, in a 
recent public address, the proposal is merely that of 
giving to the inflow of gold that influence which it would 
normally and naturally exert, were it left to itself, 
without the masking influence of the Federal Reserve 
System. In other words, there seems to be an opinion 
that the Federal Reserve System acts as a barrier to 
inflation (that, indeed, having been the intent with which 
it was originally constructed), and that therefore, it is 
essential for a benevolent administration of the system to 
eliminate some at least of its effects in thus restricting 
speculative activities. The method of removing or 
eliminating this retarding influence, which would other- 
wise operate against the full exertion of the beneficial effect 
of the inward movement of gold, is low discount rates. 

The philosophy behind this attempt is given by one 
analyst of the situation as follows : Under the old national 
banking system, it was usual for incoming gold to find 
its way into the vaults of the ordinary commercial banks. 
There, it almost immediately brought about lower rates 
of interest either in the commercial paper, or (more usually) 
in the call market. In either case, the community got 
the advantage of it at once. To-day, when gold is im- 
ported, as the Reserve Board has so often noted, it is 
likely to be used in paying off rediscounts at reserve banks 
(if there are any at the time). This leaves the Reserve 
System with the gold in its possession while money is less 
easy than it would otherwise have been. Hence a reason 
or excuse for cutting Reserve discount rates when gold 
comes into the country. 

Of course, this ignores the obvious fact that there is 
no gold “ in Reserve banks ”’ except that which belongs to 
someone. If it does belong to someone, it is “‘ required 
reserve’”’ or else ‘‘ excess reserve.’ If the latter, it is 
ordinarily, nowadays, promptly sold through the “‘ Federal 
funds market ”’ to some other holder who is “ short ”’ of 
reserve—in other words, it is immediately used to the 
fullest possible extent in supporting outstanding bank 
credit. There is practically never any excess reserve under 
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present management. The excuse just cited for cutting 
rates because gold has entered the country thus entirely 
disappears. It is in fact an excuse and nothing more. 

Nevertheless, the low rate policy finds many apologists. 
Thus, for example, a large local bank, in its June circular, 
remarks that ‘“‘Cheapmoney . . . is one of the conditions 
indispensable for recovery, and while the time element is a 
factor, its influence should operate to hasten the return 
to normal.” Other arguments in favour of the low rate 
idea come from the purely speculative groups in Wall 
Street and require no explanation, since they are merely 
the familiar and fallacious arguments to the effect that 
cheap money helps stocks, stocks must be high for 
restoration of prosperity, and that, therefore, the use of 
reserve funds to help speculation is desirable. 

It is worth while to sketch briefly exactly what has 
been done in the direction of cheap money. As usual in 
past years, the Federal Reserve Bank of New York intro- 
duced discount rate reductions by making sharp cuts in 
acceptance buying rates. During the month of April, the 
buying rate for acceptance was twice cut, each time by 
i of one per cent. With the background thus prepared 
the discount rate was cut from 2 per cent. to 14 per cent. 
on the 8th of May. This step was then followed by a 
general reduction of 4 of I per cent. at all other Federal 
Reserve banks—a measure which brought the banks of 
the entire system to a level of either 3 or 23 per cent., 
according to location, by May 22. This higher rate of 
3 per cent. was, generally speaking, put into force at the 
mid-Western institutions, while on the Pacific coast the 
rate was 24 per cent. and at New York, as already noted, 
I} percent. This sweeping cut in rates was accompanied 
by three further reductions during May in the buying rate 
for acceptances, bringing the final figure at the opening 
of the current June to I per cent.—a record low level. 
Nor was this all. Meantime there had been a vigorous 
attempt to draw the rank and file of banks into the general 
circle of cheap money. The New York Clearing House 
was first led to attempt to bring down the rates of interest 
paid by its members for out-of-town deposits, after con- 
siderable resistance by conservative members. After 
much hesitation, due to the fact that many of the New 
York banks did not believe in the policy of cheap money, 
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rates were eventually reduced by 3 of 1 per cent., making 
the permitted rates 4 of I per cent. on demand deposits, 
with 1 per cent. on time deposits. Mutual savings banks 
were however, by exception, granted a rate of I per cent. 
on demand deposits. These rates too were the lowest in 
American financial history. A reduction of 4 of I per 
cent. in all rates on foreign deposits, irrespective of class, 
whether private, bank, or government, makes the reduc- 
tion the most far-reaching, as well as the most extreme, 
ever known in the New York market. 

The question whether so widespread a policy of cheap 
money is to be considered wise or beneficial is worth 
consideration from several aspects. Looked at his- 
torically, there seems to be abundant reason against it. 
During the past winter, the Senate sub-Committee on 
Banking and Currency devoted considerable attention to 
this very matter, and took the testimony of members of 
the Federal Reserve Board with regard to the entire 
situation. The case under analysis was that of 1927, 
when a prolonged attempt to make rates low and manipu- 
late the charges for money through agreements with 
foreign banking authorities took place. After the low rate 
policy of 1927 and the succeeding period had been 
described, Mr. ‘Miller, a member of the Federal Reserve 
Board since its establishment, described the effect of the 
policy as follows : 

In the year 1927, if the Committee will look at the curve [showing 
a chart depicting the movement of Federal Reserve accounts] which 
relates to Federal Reserve holdings of United States securities, you 
will note the pronounced increase in these holdings in the second half 
of the year. Coupled with the heavy purchase of acceptances it was 
the greatest and boldest operation ever undertaken by the Federal 
Reserve System, and in my judgment resulted in one of the most costly 
errors committed by it or any other banking system in the last 75 years. 
I am inclined to think that a different policy at that time would have 
left us with a different condition at this time. . . . What was the use 
made of the reserves which, so to speak, were handed to the banks by 
the Federal Reserve banks through open market purchase of securities ? 


Well, they bought investments in increasing amounts. ... More 
important is the sudden and rapid upward flight of their loans on 
securities—collateral loans. ... These loans on securities include 
the so-called brokers’ loans, in other words the call loans made by the 
banks. . . . Under the Reserve System, bankers endeavour to keep 
loaned up. They want no surplus reserves because they do not need 
them. . . . A not inconsiderable part of the funds that came into the 


call loan market from 1927 on, as loans for account of others, loans of 
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corporations, firms and individuals, also traces back to the impulse 
that the great creation of cheap credit in 1927 gave company financing 
anc refinancing. 

Much more to the same effect was said, and much 
more than was said might have been added, the main 
point of the whole situation being that the abnormally 
low rates, coupled with the attempt to force out credit 
into the market through open market purchases, especially 
of acceptances and government securities, brought on the 
frenzied speculation of 1928-29 and the evils that 
resulted from it. Many of the same features that 
characterized the situation in those years—certainly at 
the start of the period—are present now. Again the 
Treasury is selling immense quantities of non-commercial 
securities, including Treasury Bills, short-term certificates 
and notes, and last of all (at the opening of June) a long- 
term loan of $800,000,o00—all arranged in such a way 
as to be more attractive to banks than to any other 
element in the buying public. The effect, of course, must 
be to overburden the banks with these public issues and in 
fact that is already noticeably the case. In addition it 
would seem that the policy now in progress must have the 
effect of encouraging, as it did in 1927 and the following 
years, the purchase of ordinary stock and bond invest- 
ments by the banks and trust companies. The recent 
statements of the banks show just such a drift. Indeed 
the weekly statements of holdings of the banks at large 
indicate that their investments are increasing faster than 
the liquidation of their loans on securities is cutting the 
latter item. 

The point, of course, at which present conditions differ 
from those of 1927 is found in connection with the 
securities market. There is a lack of interest in specula- 
tion which seems hard to correct, no matter how low prices 
may drift. Determined effort to bring back the active 
speculation in securities is, however, under way. Early 
in June, the New York banks and brokers reduced their 
margin requirements relating to securities, with the result 
that the activity of speculation almost at once increased. 
Nearly everything has now been done to reproduce the 
conditions of the former period—tow rates, large open 
market facilities, reduced margins, and liberal attitudes 
on the part of the banks, Apparently there is a consensus 
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of opinion that there can be no satisfaction or quiet in 
the community except on the basis of a strong and rising 
stock market. A surprising number of so-called “‘ econo- 
mists’’ seem inclined to commit themselves to the notion, 
long looked upon as injurious or heretical, that speculative 
advance is a necessary incident to prosperity. At all 
events the Federal Reserve System has evidently once 
more demonstrated its faith in that view of the case. 

Not so much as in former times has been said of the 
“‘ necessity ’’ of the present cheap money policy as a means 
of reducing the inflow of gold, but the notion is frequently 
referred to nevertheless. This inflow is unquestionably 
assuming alarming proportions. Since the beginning of 
1930, the total inflow is about $460,000,000 (to the 
beginning of June, 1931), while of this sum fully 
$182,000,000 had been imported subsequent to January I, 
1931. Doubtless any legitimate means that might be 
adopted to reduce the inward movement ought to be. 
The present low money policy will not, in the opinion of 
the best authorities, effect that object and has not been 
able to do so in the past. In the famous 1927 experiment 
already described it was asserted by those then in charge 
that reduction of the inward movement of gold was 
essential and that it could be brought about by cutting the 
discount rate. As one of the witnesses before the Senate 
Banking sub-Committee during the past winter (already 
quoted above) expressed it :— 


There also filtered into the minds of the Federal Reserve officials 
at that time the thought that perhaps the System could do something, 
or ought to try to do something, to improve the international credit 
situation at least to the extent of not allowing the heavy imports of 
gold then coming into this country to become, as it was expressed, 
“ sterilized ’’ by being used to take down rediscounts at the reserve 
banks. . . . There was also more or less of the illusion . . . that 
the Federal Reserve System could do something to correct what was 
then described, and is still described, as the mal-distribution of gold 
in the world. I am afraid that illusion still obtains in certain Federal 
Reserve circles, and in certain parts of the country. It is one of the 
most misleading illusions that any body of men charged with the 
responsibility of administering the fundamental credit mechanism of 
the country could allow to enter its mind. 


Precisely the same illusion is unquestionably at the 
root of the policy that is being pursued at the present 
time. The country is, in short, asked to pay the price of 


Ee a FRE —— 





MONEY AND DEPRESSION 53 


cheap money inflation for the purpose of driving out of the 
United States gold which has come in for reasons of a 
totally different sort. Those reasons are obviously the 
one-sided tariff policy of the United States coupled with 
its insular international debt policy. The two factors 
together almost unavoidably tend to drive gold to the 
United States and away from the debtor countries. As 
has been shown by the experience of 1927 the temporary 
driving out of gold has no long-continued effect since it all 
returns under the influence of the policies already set 
forth. It is these policies that must be modified if the 
inflow of gold is to be checked, but the national policy 
so far from modifying them is rendering them distinctly 
worse, owing to the constant refusal of the past year or 
more to place any new international loans of considerable 
amount in this market. In short, it appears that the 
money policy of 1927 is in a fair way to be pursued all 
over again, notwithstanding the complete bankruptcy 
that overtook the plan on the former occasion. 

Thus far there has not been time to realize the full 
results of cheap money in practice. The policy has been 
loudly praised at Washington as affording a chance for 
“capital ”’ to “ return ” from the stock market to pro- 
ductive occupations. There has been (and can obviously 
be) no such return, since the funds that are used in the 
market are not capital at all. In fact actual loans for 
capital purposes are still prohibitively high or almost, in 
some cases, unattainable. It is out of the question to 
borrow on farm land or on city real estate, even of the 
best. Real property has undergone tremendous deteriora- 
tion in price. Bonds of certain classes, on the other hand, 
are passing through something like a “ bull market,” 
with excessively high quotations for the gilt-edge issues 
which many persons are carrying with borrowed funds, 
thereby making an income equal to the difference between 
the coupon return and the rate they have to pay for loans. 
The widespread use of the cheap money to buy stocks on 
margin is delayed owing to the unsettled condition of 
commodity prices and the consequent disturbances of 
business which have tended to hold back the develop- 
ment of new enterprise, and have thrown industrial 
earnings completely out of gear. If there had been 
anything near normal conditions in trade the speculative 
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movement in stocks would to-day be in full swing. How 
long will be required under present circumstances to 
restore some similar condition is merely a matter of 
opinion or conjecture. 

Business as a whole pays no attention to the cheap 
money policy and is not apparently likely to be influenced 
by it. It would be helped by actual ease and abundance 
of long-term loans, but these are distinctly out of reach 
at present. In the interior of the country, it is not only 
impossible, as just stated, to borrow on land, but it is 
likewise out of the question to borrow for industrial 
development without the giving of such security that the 
transaction is practically out of the question. The 
condition of the building loan associations of the country 
may for instance be cited. These have for years past 
been acting as savings banks, accepting savings deposits 
and giving in exchange pass books bearing 6 per cent., 
the funds being then loaned on real estate security. The 
so-called ‘‘ depositor ”’ in such cases was, however, not a 
depositor at all, but a stockholder in the building-loan 
association though he was not aware of the fact at the 
time. To-day, when seeking to withdraw his funds, he is 
told that he will be paid when the association is able to 
liquidate to the extent necessary to enable it to pay the 
claims on it—in some cases as much as a year or more 
later. The urgent necessity, as seen by business, is 
less speculation and more true investment, but this 
outcome does not seem at the present time very likely 
to be attained in any early future. 


Banking Keviews 


English Reviews 


N critical times pessimism is perhaps safer than undue 
[cotimism, yet it is refreshing to read an article which 

paints the picture in brighter colours, especially when 
colours are applied with discretion. Such an article 
may be found in the MIDLAND review for May-June 
under the title “‘ The Brighter Side of England’s Crisis ”’ 
and it points out that there is, by no means, any justifica- 
tion for complete despondency; in fact “some signs 
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are distinctly encouraging, among them the remarkable 
way in which the volume of home business, as indicated by 
statistics of retail trade, bank clearings, and specific 
branches of production, has held up despite the depression 
in world trade, so glaringly reflected in the volume of 
our exports.” 

In the opinion of this writer the vital question at the 
moment is :—How far are we prepared to help or hinder 
trade revival in this country when it is rendered possible 
by the expansion of the overseas demand for finished 
goods? The answer to this question forms the basis 
of the article, and the critical generalizations of M. 
Siegfried are considered first. It is suggested that most 
of them are worthless “ except to the extent that they 
help to concentrate attention upon weakness in specific 
sections of our organization, as against the whole.’”’ In 
support of this view the writer maintains that our produc- 
tion efficiency is increasing owing to rationalization 
and to a great improvement in our industrial equipment. 
The war left us with over-expanded industries such as 
iron and steel; and the coal industry has suffered from 
the competition of oil and water-power; but some of 
our newer industries have made truly amazing progress, 
e.g. motors, aircraft, artificial silk and gramophones. 
Moreover, ‘“‘ the national scheme of electrical development, 
probably the greatest plan of deliberate, co-ordinated 
economic and social re-organization ever undertaken in 
this country, can hardly fail to bear rich fruit in industrial 
efficiency, not to mention social improvement.” 

The unemployment question is then considered and 
here we are inclined to think that the writer is a little 
too optimistic, especially when he states that “ only a 
comparatively small number of persons has been idle 
for long periods ” and “ that there is no general reluctance 
to seek and find work.” 

In conclusion the writer agrees with M. Siegfried’s 
diagnosis that we suffer from undue rigidity at a number 
of points in our organization. ‘‘ But even here it is not 
without significance that we have suffered probably 
less severely from the world slump, despite our dependence 
on international trade, than either the United States or 
Germany.” 

Turning to the June number of LLoyps BANK review 
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we find a much more sombre picture, entitled “‘ The 
Problems of Agriculture” by The Right Hon. E. G. 
Pretyman. This article is powerful propaganda in favour 
of controlling agricultural imports, partially by tariffs 
and partially by the quota system, and it is pointed out 
that quota schemes are already in successful operation 
in most European countries, including France and 
Germany. Certainly, reading this article, one feels that 
something drastic must be done, and done quickly, to 
assist British agriculture, and Mr. Pretyman makes out 
a strong case for the remedies which he advocates. 

An interesting article in the same journal—perhaps 
even more sombre in tone!—deals with “ National 
Finance and National Capital.’’ It shows that “ during 
three years of commercial loss and depression, Government 
expenditure of one kind and another is depleting the 
nation’s capital fund by an amount which, allowing a 
wide margin for inevitable discrepancies, is of the order 
of 250 to 350 million pounds.” It is to be hoped that 
this will be read by Chancellors of the Exchequer past, 
present and future ! 

The WESTMINSTER review for May has a compre- 
hensive article on “ Foreign Lending.” The writer 
commences by contrasting the views :—(1) That a re- 
sumption of foreign lending on a large scale is essential 
to the rehabilitation of our overseas trade prosperity ; 
and (2) that “ over-lending’”’ abroad is detrimental to 
our industries. He traces the growth of our overseas 
lending during the past century and shows that in Ig10 
of our total foreign investments 48-7 per cent. was 
distributed in the British Empire. Since the war we 
have lent, both absolutely and relatively, much less to 
foreign nations : ‘“‘ during the pre-war period the overseas 
issues were four and a half times as large as the home 
issues; in the post-war period, they have been equal to 
less than two-thirds of the home issues.”’ 

There is much useful information in this article but 
the writer does not appear to reach any very definite 
conclusion concerning the advisability (or otherwise) 
of extending our loans abroad. But he does state that 
it is necessary that our competitive power abroad should 
be restored before there is any large-scale resumption 
of these loans. 
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Under the title ‘‘ New Inventions and Industry,” 
in the June review of BARCLAYS BANK, we are given an 
informative analysis of the extent to which the great 
mechanical improvements of the past twenty years have 
contributed to the unemployment problem. Even in 
the decade 1919-29 it is estimated that the productivity 
per head of the population in the United States increased 
by 45 per cent. and during the same period the number of 
persons employed in industry declined by Io per cent. 
Lower production costs should result in lower prices and 
enable the consumer to increase and widen his consump- 
tion, and the workers displaced in one industry should 
be absorbed into others. But under present conditions 
the transfer of labour from one occupation to another 
presents serious difficulties owing to the housing shortage 
in many districts, the rigid restrictions of the trade unions, 
and the operation of the Unemployment Insurance 
Scheme, which “ has resulted in labour being less ready 
to venture along new paths.” Moreover, as the writer 
so aptly states, the establishment of fresh industries 
requires an adequate supply of capital, but, “‘ the heavy 
and increasing burden of taxation has seriously curtailed 
the accumulation of capital in this country.” 


Foreign Reviews 

Business conditions in the United States are not at 
all reassuring ; for we read in the NATIONAL City BANK 
OF NEW YorK review for May, 1931, that, “‘ The April 
record has not been brightened by the action of the 
markets. Indications earlier this year that the down- 
ward curve of wholesale commodity prices was flattening 
out proved to be deceptive, and the price averages have 
dropped to new lows during the month.” There have 
also been further falls in the Stock Exchange values. 
Apparently, the only bright side of the picture is the 
favourable news from the automobile industry which is 
showing activity of more than a seasonal nature. 

Some interesting information is given in this review 
regarding the reduction in acreage put down to wheat 
in various countries of the world. For example, in the 
Argentine there will be a reduction of 15 to 20 per cent. 
next season, 20 per cent.in Australia, 7 per cent. in Canada, 
whilst the United States Department of Agriculture 
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report a reduction of 24 per cent. in the acreage sown with 
Spring wheat and 12 per cent. reduction in other varieties. 
These figures are for the most part estimates, but they 
do show the effect of the fall in the price of wheat. A 
further bull point for wheat is that of the continued 
“dry weather in the North-western Spring wheat states 
in which the deficit of subsoil moisture has been further 
added to.’’ Reports also show that there is a reduction 
of some I0 per cent. in the acreage under cotton. These 
indications of smaller harvests of wheat and cotton in the 
autumn may give rise to slight improvements in prices, 
and there is no doubt that sympathetic movements in 
other prices would be registered. 

The GUARANTY SURVEY for May notes that, ‘‘ The 
business situation presents an unusually irregular appear- 
ance with favourable developments in some directions 
and considerably less encouraging trends in others.”’ The 
index of business activity of the Guaranty Trust Company 
which makes an allowance for seasonal changes, stands at 
73°8 for April, as against 72-3 for March and 71-7 
for February. 

Considerable space is taken up in this Review with 
comments on International Trade and Tariffs. The 
writer comes to the conclusion that there will have to 
be a great reorganization of tariffs to permit the flow of 
goods and commodities from one country to another. 
Such a process will be a slow one, and the writer does not 
foresee a future of free trade but rather a rational use of 
both tarifis and free trade ‘“‘ whereby international 
trade will be conducted under a system of tariff schedules 
so adjusted as to give the necessary degree of self- 
sufficiency to each country with the minimum of economic 
waste.”” The writer also advocates judicious lending 
abroad, for prosperous countries abroad are potential 
customers in the United States. 

The MonTHLY LETTER OF THE ROYAL BANK OF 
CANADA, Montreal, for May, states in relation to wheat 
growing that lack of rainfall and moisture in the West 
have delayed seeding operations and are causing grave 
concern. Whilst this must invoke sympathy for indi- 
vidual farmers, yet the general effect on world economy is 
good, for there can be no doubt that poor harvests this 
autumn would have an immediate effect on prices, It 
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is estimated that the total acreage sown to wheat is 
smaller than last year. 

There are interesting comments in the Letter on 
“Prospects in the Export Markets of Canada.’ The 
three markets which are studied in some detail are the 
British West Indies, Latin America and the Orient. In 
recent years Canadian manufacturers have found it 
increasingly difficult to sell their goods in Europe and 
have been vigorously exploring new markets. The 
increase of sales in these countries have offset the decrease 
in the older markets so that Canadian exports have not 
fallen off as might have been anticipated. 

We read in the REPORT ON THE ECONOMIC CONDITIONS 
IN GERMANY for May, published by the DEUTSCHE BANK 
Unb DIsconTo GESELLSCHAFT, Berlin, that by the middle 
of May the number of registered unemployed had fallen 
from the peak registered in the middle of February by 
800,000. The writer adds that this is due to seasonal 
influences, though in part to a slight improvement in 
trade. 

Comment is made in the Report on the negotiations 
in Geneva regarding the proposed German-Austrian 
Customs Union. Whilst we agree in regretting the 
political motive attributed to this movement we feel that 
the writer is wrong in thinking, or rather suggesting, 
that the whole proposal is quashed. The final word can 
only be said after the decision of the Hague Court has 
been made as to the legality of the Union. If it is legal 
we cannot see how anyone can stop the Customs Union 
from coming into force. 

The QUARTERLY REVIEW published in May by the 
NORDISKA FORENINGSBANKEN, Helsingfors, contains an 
article on ‘‘ Business Cycles and their Control.’ The 
writer, Mr. Arthur Montgomery, thinks that it should be 
possible to control credit so “ that it would prove possible 
in the future to moderate to a great extent the tendency 
of trade conditions to fluctuate.’’ He follows in some 
detail, conditions in the United States from 1922 where 
he states “‘ the problem of stabilizing business conditions 
has been most discussed and analysed ”’ and “ the Federal 
Reserve Board has pursued a credit policy that, at all 
events in practice, has approached very closely to a 
control of trade conditions,” He then examines in some 
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detail the events of 1929, when the depression set in, and 
he comes to the conclusion that it was due “ substantially 
to two circumstances, partly to the insufficient regard 
for international conditions and, generally, a lack of co- 
operation in this respect between different countries, 
and partly to the influence of factors that are difficult 
to appraise, such as political uncertainty, and possibly 
also to disturbances in the supply of gold.’’ He thinks, 
and rightly so, that the only way to control conditions 
will be a more vigorous co-operation between the different 
countries of the world in their various spheres of activity. 


Books 


WALL STREET AND LOMBARD STREET. By FRANCIS W. 
Hearst. New York, 1931. (Macmillan and Co., 
Ltd., 8s. 6d. net.) 

Mr. HEARST gives an account of the Wall Street 
crisis and its consequences upon the international 
economic situation. The book is a valuable contribution 
to the growing literature on the crisis. It reads well, 
and at times it is highly stimulating. There are several 
points of detail which are open to criticism. The author 
ought to know that gold exchange standard and gold 
bullion standard are not the same thing and also that 
Mr. Keynes is not an inflationist. It is also somewhat 
surprising that the author thinks it necessary to invoke 
authorities such as Sir Charles Addis, Sir Henry Strakosch, 
Lord D’Abernon, Professor Cassel, etc., in support of 
commonplaces such as: “ co-operation is desirable ’’ or 
‘“‘ the falls of prices is a bad thing for trade.’’ These are, 
however, mere criticisms of detail and on the whole the 
book can be recommended to the practical banker. 





INVESTMENT BANKING: A Case Book. By C.inTon P. 
BIDDLE and GEORGE E. Bates. (McGraw-Hill 
Publishing Co., Ltd., London, 30s. net.) 1931. 

In this country we do not possess an adequate 
knowledge of the highly complicated system of American 
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investment banking. Messrs. Biddle and Bates have 
produced a huge volume calculated to increase our 
knowledge of technical detail. It contains the detailed 
description of a number of imaginary cases, accompanied 
by documents such as loan agreements, syndicate agree- 
ments, etc. Anyone who has the patience and the will- 
power to work their way through the volume is bound to 
benefit by it, but it is hard work. The appendices of the 
volume contain interesting statistical data about capital 
flotations and stock prices. 


THE LAW RELATING TO BANKING AND FOREIGN 
EXcHANGE. By L. LE M. Minty. (Sir Isaac 
Pitman & Sons, Ltd., London, 30s. net.) 1931. 


WHILE libraries have been written about banking law 
in general, comparatively little has been published about 
the law relating to foreign exchange operations, and a 
book on that subject would certainly be welcomed. It 
is, therefore, to be regretted that Mr. Minty’s book—in 
spite of its title which conveys the misleading impression 
that it deals at some length with the legal aspects of 
foreign exchange business—devotes a short chapter of 
ten pages to foreign exchanges, and the rest of the book, 
some 340 pages, deals with general banking law, on which 
it has little new to say. 
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a Average weekly balances, nine banks. * Average of four or five weekly returns. . The figures prior t 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “ A Banker's 
Diary, Dec. 1928 issue.) * Prior to November 1928, “‘ adjusted ” total of bank-note and currency not 
circ ions, 
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| “| | | 
1928 | | | 
JANUARY... 154-7 | 577-0 | 145-9 21-0 33-9 100 | 81 12-7 91-3 | ypvd | 
APRIL .. | 157-4 564-8 | 145-9 21-7 35-9 10-0 | 81 12-8 95-9 | 4ypio:2 1 
JULY «| 178° 533-2 | 236-7 22-9 35-9 10-0 | 82 | 12-7 | 108-1 | qggit5 1 
OCTOBER .. | 165-1 539-3 247°3 23-1 35-9 95 | 81 | 18-1 | 121-2 | Qs? ] 
| 
1929 
JANUARY .. | 154-2 540°8 | 263-1 25-8 35-9 9-5 8-1 13-0 | 133-6 | w@yisd = 1 
APRIL .. | 155-8 | 570-2 | 275-3 26-0 34-9 9°5 8-1 12-9 | 126-3 | qed | 1 
JULY -. | 154+4 596-3 | 295-2 | 28:8 36-7 | 9-5 8-1 12-9 97-6 | wil | 1 
OcTopgR .. | 131-7 | 619-0 | 320-2 | 29-3 36-6 | 9-5 8-1 13-3 | 108-3 | 79292 | 1 
1930 | | e 
JANUARY... | 150-5 | 601-9 341-8 33-6 | 37:0 | 9-5 8-1 13-5 | 111-8 | 1980-2 1 
APRIL .. | 156-2 | 620-9 | 341-0 33-8 35-7 9°5 8-1 13-4 | 124-5 | 79982 | 1 
JUNE «» | 156-0 628°9 352-8 34-3 35-7 9-5 8-1 | 13:3 128-2 | 749885 1 
JULY -» | 156°3 | 615-1 355-6 34°38 35°7 9-5 8-1 13-3 | 1282 | 14417 1 
AuGUST .. | 152:6 | 608-5 370-8 34-5 32-3 95 | 81 13-4 | 128-2 | geo | 1 
SEPTEMBER 154°5 603-0 382°2 | 34:6 | 32:3 | 9-5 | 81 13-3 | 128-2 | 799512 1 
OcTOBER .. | 155-6 | 611-0 | 395-3 | 36-2 | 32:7 | 95 | 8-1 13-3 | 119-6 | 7451-2 1 
NovEMBER 160°4 616°3 411-4 37-0 35-2 | 95 | 81 | 18°83 | 106-7 | m995ll 1 
DECEMBER  154°6 | 618-1 | 421-5 87-1 | 352 | 95 8-1 | 18-3 | 107-2 | mgol | 1 
| | | 
1931 | 
JANUARY .. | 145-9 604-3 432-6 39-2 | 35:2 | 9-5 8-1 | 18-3 | 108-5 | gdtl 1 
FEBRUARY 140°4 632-1 | 447-9 39-6 36-0 9°5 8-1 | 13-2 | 109-8 | mol | 1 
MaRCH ..| 140°9 | 635-8 | 451°5 | 40-5 | 36-8 9-5 8-1 | 18-2 | 111-9 | mage] | 1 
APRIL ..| 144°5 | 640-1 | 451°6 41:1 | 36-8 9°5 8-1 13-2 | 114-7 | egs2 | 1 
May -- | 147°5 | 651°8 | 447°8 41°3 | 937°2 9-5 81 =| 18°2 | 116.0 | 139533 1 
JUNE -. | 151-9 669°7 450°3 41-4 | 37-2 | 8-1 | 18-2 | 112-6 | 1279538 1 
a Be ) The figures are taken from the first returns of the month, except thow i /enmark, Ai 
* Excluding a small amount held in the Banking Department. 
* Gold and silver holdings. 
Table II CREDIT AND CURRENCY (millions of £) 
CLEARING BANKS BANK OF ENGLAND 
| | Other Deposits | ee ‘ 4 
- suniiepeagenseen —j} curities 
Deposits Cash Advances | sich: | a Reserve ane. 
j Total Balances ment | 
- — = | — ! ae 
| 1 
1928 Samia 
JANUARY | 1,747-2 197-6 | 923-0 112-9 -~ 39-9 38-7 371-5 oa UA 
APRIL | 1,690-3 187-4 | 933-1 96-6 a= 32-2 42-9 373°2 oy 
JULY | 1,748-9 193-2 | 932-0 111°3 — 29-8 58-3 376-2 | pond 
OoTOBER | 1,752°7 192-4 | 937-9 101:'2 | — 36-4 52-6 370°1 TOB! 
1929 a... 
JANUARY .. | 1,809°3 198-0 956-1 105-0 67°6 55-1 49-8 363-9 | — 
APRIL .. | 1,743°2 188-5 985-8 99-0 62°6 51-2 55:3 360-4 iy 
JULY .. | 1,778-2 | 189-9 985-9 101-9 65-0 47-3 43-2 368-9 Sane 
OcropeR .. | 1,764°5 189-2 973-7 101-4 63-6 72-2 31-4 360-7 | OBI 
1930 | pe. 
JANUARY .. | 1,767-5 192-0 969'1 | 111-8 75-5 64-9 53-5 355°8 | a 
APRIL . | 1,712-0 187-2 | 968-2 | 101°7 | 65-2 57-1 60-6 359°8 | — 
May .. | 1,742-2 186-5 955:8 | 97:3 | 60-9 51-1 63°7 356-4 | _ 
JUNE .. | 1,791-8 189-6 960°5 | 99-0 63-0 50-0 56-0 360°4 | py 
JULY . | 1,749-0 191-2 950°4 | 107-0 70-3 52:4 49°8 365-0 ye 
Avcust ..| 1,767-2 188-0 934-3 96-3 | 63-0 51:9 47-9 365°8 | Socom 
SEPTEMBER 1,763°9 186-4 926-8 | 100-2 | 66-0 43-4 56-2 359°5 | Gamaae 
OcToBER .. | 1,791-0 188-7 922-3 95-9 61-0 42-2 60-6 357°3 | B Novem 
NOVEMBER.. | 1,800°5 188-8 918-7 | 92-2 57-8 34-9 64-3 354-2 jee 
DECEMBER.. | 1,838-9 204-3 912-3 115-6 | 81:4 59-2 41:6 368-9 Me 
1931 a. 
JANUARY ..  1,835-9 194-6 907-4 | 97-7 | 64-4 48-8 51-4 351-7 | Seen 
FRBRUARY.. 1,781-9 187-0 908-1 93-6 | 60-1 38-0 53-4 347°1 | en 
MaRcH .. | 1,726-0 180-7 919°5 94°3 60°8 30°3 52-6 349°3 poo 
APRIL -- | 1,698-1 175°4 923-8 91°9 | 56°6 32°0 51°9 353°7 | _ 
Mar .. | 1,699°8 176°3 917-9 | 92-4 58-1 33-3 55°5 353-9 | 


————— 
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SENTRAL BANKS ? Table I—cont. 



































$ | ARGENTINA 
- , ip | CZECHO- | susrrta | HUNGAR TALY | SWITZER-| gparw AN os ——_ 
SIA | POLAND | O4Vakra| AUSTRIA |HUNGARY| ITALY |?) Np SPAIN | JAPAN EE MONA 
| Office la Nacion 
| | 
12-1 6-7 2-4 } 71 19-5 103-2 108-8 96°8 
13-0 6-8 | 3°4 j 7-1 17° 103°4 108-9 99-0 
13-9 6-9 3-4 | 71 M77 103-4 108-9 107-2 
14-0 7*2 4°9 | 71 18°6 103-4 108-9 97-9 
} 
14°3 7°3 4°9 7°2 20°5 101-5 108-8 105-2 
14°4 7°3 4-9 7°3 19°1 101-5 109-0 96-1 
14°5 7°3 4°9 6-3 19°7 101°6 108-8 92-1 
15°7 7°5 | 4°9 5:8 21°1 101°7 108-8 90-0 
16-1 7-7 «| «34:9 5-8 23-6 101-7 107-3 87°9 1-3 
16-2 a*s | 4°9 5-8 22°2 97°9 91-7 87-9 1-3 
16-2 8-0 4-9 5-8 22-9 98-0 89-1 87-9 1:3 
16-2 8-0 4-9 5:8 22-9 98-0 90-2 87°9 1:3 
16:2 8°6 4-9 | 5°8 24°2 98-0 88-9 87-9 1:3 
16°2 8°6 6-2 5-8 25-4 98-1 88-9 87-9 1-3 
13-0 8-7 6-2 5°8 25-4 98-2 85-1 87°3 0-9 
13-0 9-2 | 6-2 5-8 26°7 98°3 84-2 85°5 0-3 
13-0 9-4 6-2 5°8 26-6 97°6 84-8 84°5 0:3 
13-0 9-4 6:2 5-8 57°3 96-7 85-4 81°5 0:3 
13°0 9-4 6-2 | 5-8 67°3 95°8 85-5 80-4 0:3 
13-0 9-4 6:2 5:3 57°4 95-8 85°3 77°4 
13-0 9-4 6-2 4°5 57°4 96-0 67°5 
13-1 9-4 | 6-2 4-0 | 57:5 96-1 | 
13-1 9-4 | 6°2 4-0 57 96-1 
hose fi Denmark, Argentina and Japan, which represent the gold holdings at the end of the month. 
Table IIIT GOLD MOVEMENTS 
eet UNITED KINGDOM UNITED STATES 
] | 7 TRANS- 
Net Net F Net VAAL GOLD 
| ote fe Imports Exports = Imports Exports sie re? aia i 
| ws Exports (—) | Exports (—) fine ounce 
€ millions | £ millions £ millions £ millions $ millions $ millions $ millions £ millions 
1928 
JANUARY .. + 3°9 4-1 2-2 + 1:9 38-3 —13°8 3°6 
APRIL + 2:4 2°4 6 + 1°8 5-3 —91-2 3°5 
' JULY + 2-1 4°9 1-9 + 3-0 10°3 —63°9 3°7 
OCTOBER — 5:2 3°3 9-4 — 61 14°3 +13°3 3°8 
1929 
JANUARY .. —- 2 2-4 | 5:7 48°6 1°4 +47°2 3°7 
APRIL Si + 4:7 3-3 | 8 24-7 1°6 +23-1 3°7 
JULY «| —14°3 4°6 20-6 | $5°5 8 +34°7 3°8 
OCTOBER .. + 1:3 5:9 5°5 } 21°3 3:8 +17°5 3°8 
1930 
JANUARY .. + 4:0 8-6 3-3 + 5:3 12-9 8-9 3°8 
APRIL + 6°6 8-8 | 3-0 + 5:8 65°8 0-1 3:7 
May — 6:7 9-3 | 12-6 — 383 | 28-5 _ 3°9 
JUNE + 0-1 2-8 | 4-2 — 1:4 | 13-9 — 3°83 
JULY — 3:8 5-1 8-3 — 3:2 | 21°9 3°9 
AUGUST + 2:3 5:0 4:4 | + 0°6 19°7 3-9 
SEPTEMBER _ 4°6 4-2 + 0 13°7 3°38 
OCTOBER + 4:8 9°3 ae | + 2:2 35°6 3°9 
4 NOVEMBER — 5:0 8°5 8-9 — 0-4 40-2 3°8 
' DECEMBER — 8-0 8-9 16-1 — 7:2 2-8 -- 3-9 
H | 
: 1931 
: JANUARY .. — 7:5 7°3 16-2 — 8:9 | 34°4 _ “4 3°9 
FEBRUARY + 0:6 6-4 5°9 + 0-5 16-1 — a | 3:6 
MARCH + 2-5 4:7 3-4 | +1:3 25°7 -- 7 3-9 
APRIL + 2-7 5°9 0-9 + 5:0 30°38 _— °3 3°7 
May 4°7 4:3 +3 4:0 3°9 
to 
1's 
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Table IV MONE TES 
























































| LONDON 
Discount Rates } Treasury Bills 
Week ending ank FE | = _ a | - > Trad | - | a | 
| Bank Rate | Loan Late, | Bank Bills | Riles | Weekly Tender Amount Amount Bank | 
P ‘dart | 3 months $ months Rate Offered Applied for 
| Per cent. Per cent. | Per cent. Per cent. | Per cent. £ millions Lwillions | Per ce 
| 
| 
£ 
1931 
FEBRUARY 7 3 133 2h 3t ; 2 2 
if 4 3 282 245 3t | 2 2 
Fa 21 3 2¢ 2 ts 3t | 2 2 
rs 28 3 24 2% 34 | $ 2 
MARCH 7 3 1g 233 3t 2 2 
‘ - 3 as 2 3t | 2 : 
ea 21 3 Qh 248 % | 2 3 
. 28 3 24 2% 34 is 2 
APRIL 4 3 Qs |} 232 34 2 2 
ye 11 3 2 239 34 2 2 
a 18 3 24 2H | 34 2 3 
in 25 3 1# 2% 3t 2 2 
May 2 3 2h 2% 34 2 2 
. 0 3 % | se | 3 | 8 rf 
* 16 23 2% | 2t 2? 2 14 
KA 23 2+ 1tt 2% | 2? 1 1} 
99 30 24 tf i nn re  : 2 1} 
JUNE 6 24 1% | ay 2? 2 1} 
» 13 2 132 |} 2¢ 27 2 1k 
Bill 
Table V 
VERAGES 
| 3 < — 
NEW YORK MONTREAL PARIS BRUSSELS MILAN ZURICH MADRID AMSTE 
Sto“ $ to£ Fr. to£ Belga to £ Lire to £ Fr. to £ P’tas to £ Fl. t 
; | ; > s ~~. ad 
PAR OF EXCHANGE... .. | £804 re 12g¢°21 35 00 92°46 25°2215 25" 221s 121 
1928 
JANUARY 4°8758 4°8848 124-00 34-963 92°17 28-504 12+( 
APRIL 4-8821 4°8805 124-01 34-953 92-53 29-118 12°] 
suty . 4°8644 4°8745 124-18 34-979 92-81 29-511 12+( 
OCTOBER | 4°8498 4°8506 124°14 34-895 92-61 29-970 12-¢ 
| 
1929 
JANUARY .- | 4°8503 4°8619 124-08 34-898 92-67 25-207 29-751 12-¢ 
APRIL .. | 4°8534 4°8887 124-21 34-950 92-70 25-215 | 32-928 12-¢ 
JULY .. -. | 4°8511 4°8766 123-88 34-911 92-74 25-219 | 33-451 | 12-¢ 
OCTOBER -- | 4°8698 | 4-9243 123-89 34-874 92-99 25-176 33-586 12-0 
1930 | | 
JANUARY . | 4°8697 4°¢ 123-91 34-947 93:05 | 25-162 | 37-017 | 12-4 
APRIL 4°8635 4°8 124-11 34-842 92-777 25-095 | 38-946 12-0 
May 4°8590 4: 123-90 34-823 92-716 25-108 39-721 | 12-0 
JUNE 4°8573 4: 123-81 34-829 92-759 25-086 41-347 12-0 
JULY 4°8656 4:8 123-67 34-810 92-879 25-044 42-203 12-0 
AUGUST. . 4°8707 4: 123-81 34°831 92-980 25-047 | 44°7 ; 12-0 
SEPTEMBER 4-8614 4: 34-854 92-829 25:048 | 45-307 12-0 
OCTOBER. . 4°8591 4: 123°85 34-845 92-804 25-020 | 47-141 12-0 
NOVEMBER 4°8565 4- 123-65 34-829 92-781 25°049 | 43-075 | 12-0 
DECEMBER 4°8534 4: 123-60 34°772 92-723 25-038 | 45-179 12-0 
1931 
JANUARY ia es | 4°8551 4°8645 123-81 34-815 92-739 25-076 | 46-640 12-0 
FEBRUARY 4°8586 4°8591 123-94 34-845 2-807 25-180 | 47 658 12-11 
MARCH .. 4-8584 48590 | 124-16 34-879 92-742 25-246 | 45-298 12-1: 
APRIL 4°8599 4-8621 124-28 34-950 | 92-815 25°235 | 47-015 | 12-1, 
May 4-8641 4-8666 124-34 34-956 92-910 25:220 | 48-840 | 12-11 
1 The old parity of 25°22 as f 
2 The old parity of 29° as f 


3 Berne until November 
4 Average Oct. 1 to % 
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Bank Rate Discount 
for tate 
ns Per cent. | Per cent. 
| 
2 1# 
2 li 
2 133 
2 lt 
: 2 l* 
: 2 le 
i 2 lis 
2 lf. 
2 1¥ 
2 ly 
2 1* 
2 1% 
2 ly 
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: 1} # 
1} 3 
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Bills, are averages of daily rates. 


PRAGUE 


D AMSTERDAM BERLIN 
£ Fl. to £ Rmk. to £ Kronen to € 
12°107 D 43 10 
t 12-087 20-461 164-49 
3 12-111 20-412 164°71 
L 12-084 20-384 164-12 
) 12-096 20-364 163-63 
; 12-091 20-402 163-83 
12-090 20-475 163-89 
l 12-086 20°359 163-87 
6 12-098 20-397 164-42 
7 12-102 20-387 164-56 
2-102 20-38 4-56 
1 12-098 20-375 164-17 
: 12-081 20-365 163-97 
; 12-086 20-368 163-78 
4 | 12-093 20-383 164-06 
8 12-089 20-388 164°18 
: | 12-067 20°407 163-82 
a 12-061 20-412 163-78 
sia 12-082 20-380 163-79 
, | 12-061 20-369 163-70 
. | 
0 | 12-066 
20-419 163-91 
: | 12-104 20-438 164-08 
: 12-110 20-406 163-94 
; 12-106 20-409 164-06 
12-103 20-433 164-12 
- as from"June 25, 1928. 
a ned as from December 22, 1927. 
> 0% Maks closed during remainder of month. 
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PARIS BERLIN AMSTERDAM 
Market Market Market 
Discount Bank Rate | Discount Bank Rate Discount 

| Rate | Rate Rate 
Per cent. Per cent. Per cent. Per cent. Per cent. 
| 
~ 5 45 24 18; 
2 5 | 4% 24 lesz 
1# 5 4% 2+ | lx 
1# 5 4% 2+ | 1 
1% 5 | 4t 2+ | 1 
1th 5 | 4} 24 | 1 
1k 5 | 43 2+ | 1 
li 5 43 24 14 
lt 5 43 24 lis 
lis } 5 43 2+ 13 
lf | 5 4g 24 1# 
14 5 4% 23 1% 
14 | 5 | 4 24 if 
1 | 5 | 48 23 1H 
1# | 5 | 4§ 2h lie 
rt! nn ee | é 1% 
1+ 5 | 4i 2 14 
1} 5 | 433 2 ly 
1¢ 5% | 5 2 1a; 
Table V—cont. 
WARSAW STOCKHOLM BOMBAY KOBE RIO DE BUENOS 
‘ ; JANEIRO | AIRES 
o£ o£ ri or Rupee d. per n. d. per d. pe 
satis — since ibis Milrels. | Gold Peso. 
12159 18 2n58 58997 47°619 
*505 18-138 18-09 23-10 5-918 47°83 
*505 18-184 18-00 23°47 5-923 47°81 
-500 18-161 17-91 22-65 5-902 47°43 
*313 18-138 18-06 22-88 5-918 47°34 
313 18-138 18-06 22-55 5-905 47-41 
313 18-173 17-96 22-08 5-869 47°2 
308 18-098 17°82 22-54 5-873 47°23 
418 18-141 17°87 23-58 5-860 46°82 
398 18-136 17°93 24-25 5-525 45-04 
416 18-092 17°86 24-38 5-743 43°71 
353 18-111 17°83 24°39 5-864 43-04 
345 18-095 17°82 24°53 5-630 41-65 
382 18-097 17°82 24-39 5-368 40°50 
413 18-112 17°79 24°37 4°877 40-66 
376 18-093 17:79 24°41 4-980 40°37 
375 18-095 17°82 24-52 (*)5°119 38-49 
371 18-101 17°79 24-50 4°845 38-65 
352 | 18-°104 17°7 24-53 4°726 37-39 
} 
| 
312 18-138 17°7 24°48 4-461 34-49 
375 | 18-149 17-78 24-45 4°255 35-60 
375 18-143 17°88 24°41 3°883 38-60 
375 18-148 17°85 24-41 3-618 37°68 
375 | 18-143 17-86 24°41 3°330 34-91 
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BRITISH TR@AND 


COAL 


PIG-IRON (1) 


STEEL (1 














Exports 
Production (ineinding Number of Production Production 
Coke urnaces in 
. oy . ; 
illions : at end of . a : . 
mist | Meee | month | Cte | ee 
1928 
JANUARY 21-5 4°3 148 560 626 
APRIL 18-2 4-0 149 563 644 
JULY 18-1 4°5 131 538 667 
OCTOBER 21-1 51 136 544 756 
1929 ' 
JANUARY 22 4-9 139 564 765 
APRIL 20-9 5-0 152 611 809 
JULY .. 21-1 6°3 167 672 805 ' 
OCTOBER 23-0 6-2 166 689 890 i 
- 
1930 ; 
JANUARY 23-8 5-9 159 650 771 
APRIL 19:7 4°6 151 620 696 : 
May 21°3 §°3 141 615 692 ; 
JUNE 16-9 4-2 133 563 600 
JULY 18-7 4:9 105 486 621 
AUGUST a0 17-9 4°3 104 417 451 
SEPTEMBER. . 19-6 5-0 104 425 581 
OCTOBER 21-0 5-1 96 415 512 
NOVEMBER .. 19°8 4-4 92 384 434 
DECEMBER .. 20-7 4°6 76 350 337 
1931 
JANUARY .. 19-2 3-6 3 402 
FEBRUARY .. 18°¢ 3-8 81 486 
MARCH 19-4 3°8 81 500 | 
APRIL 18°6 3°6 78 397 } 
MAY.. 17°3 3°6 80 435 
: ia — 
(1) Returns issue the Kati 
fable VI BRITISH TRADE AND INDUSTRY—cont. 
OVERSEAS TRADE BANK CLEARINGS. UNEMPLOYMENT 
ry 
2 ‘ Percent- | Numbers 
Imports Exports Re-exports! London _ Provincial Total Compar- age of on Live 
“ Country” erst? insured Register | (Quarterly 
cass persons 
« € € t € unem- O00's 1924 = 18 
l $ millions millions millions millions millions millions ployed omitted 
1928 
JANUARY... 100-4 59-7 10-3 10°3 5°8 16-1 19-0 10-7 1,204 105°7 JAN 
APRIL 96°8 55°3 11:0 10°5 6-0 16°5 19+2 9°5 1,081 103:7 APE 
JULY . 95°5 60-9 8-5 10-2 5:5 15:7 18°5 11°6 1,259 95-4 JUL 
OCTOBER .. 102°7 64°3 8-9 10-2 5-4 15°6 18°8 11°8 1,339 105°2 Oct 
1929 | 
JANUARY... 116°1 66-9 9-8 10°4 5:5 15:9 19-1 12-3 1,427 | 1083 JAN 
APRIL 104-2 60-2 10-4 10°5 5-3 15°8 19-0 9-9 1,159 | 111°0 APR 
JULY . 93°6 66°5 8-0 10°3 5-4 15°7 19-0 9-9 1,140 108-2 JUL 
OCTOBER... 110°3 64:6 9-1 10°3 5-1 15-5 18-9 10-4 1,218 | 1148 Oct 
1930 
JANUARY... 101-9 58°3 8-2 10-4 5-0 15-4 19-5 12-6 | 1,481 100°6 JAN 
APRIL 83°9 46°9 78 10-4 4-7 15-1 20-3 14°6 1,678 APR 
May 91:0 51-0 9-1 9-8 4°3 14-1 19-2 15-3 | 1,745 | 1009 May 
JUNE 83-4 2-8 7°9 9-2 4-2 13°4 18°5 15:4 | 1,841 JUN 
JULY 85:2 50-7 6:7 10-0 4:3 14°3 19-9 16°7 1,964 2 JUL 
AUGUST 79°9 42-8 6:3 9-0 4-0 13:0 18-3 17-1 2,036 90°7 AUG 
SEPTEMBER 78°7 2-7 5-4 8-6 3:7 12°4 17°8 17-6 2,115 SEP” 
OCTOBER .. 90-9 46-9 7:2 9-6 4-0 13°5 19-9 18-7 2,200 Oor 
NOVEMBER 79°4 44:1 6:5 9-4 4:2 13-6 20-2 | 19-1 | 2.274 |} 927 Nov 
DECEMBER 89-6 38-5 5°2 9-4 4°3 13-7 20-9 20-2 2,393 Dro 
1931 
JANUARY.. 75:6 87-6 6-0 99 42 14-2 22-2 21:5 | 2,614 Jam 
FEBRUARY 63-6 | 31-8 5:9 9-1 4-1 13-2 20-7 | 21-7 | 2,628 | > 88 FEBI 
MARCH 70°7 | 34:0 5-4 8-9 4-1 13-0 20+4 21°5 2,625 R 
APRIL 70-0 32-5 6-6 9-5 3-9 13-4 21-1 20-9 | 2,532 APR 
May 69°6 | 33-9 5°7 9-1 3°9 13-0 20-7 20-8 | 2,523 x 
= _ —___—- - ——— _ — om — a nil 
1 Daily averages. * “Country ” clearings at London Clearing House. 2 Total clearings (Londo 
“Country ’ and Provincial) adjusted, for comparative purposes, by application of Board of Trade indet — 


number of wholesale prices (1924 = 100). * Average of four or five weekly returns. * Reprinted by courtesy 


of the London and Cambridge Economic Service. 
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TRA |AND INDUSTRY Table Vi—cont. 
oe ~ | TRON & STEEL & MANU- MACHINERY COTTON WOOL 
. | | Exports of | Exports of Exports of Exports of Exports of 
Imports | Exports Imports Exports Yarns j Piece Goods | Tops Wool and Wool and 
ction } Worsted Worsted 
j | Yarns | Tissues 
Thousands Thousands £ £ Millions of | Millionsof | Millions Millions Millions of 
of Tons | of Tons thousands | thousands Lbs. | Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
| } | 
284 332 1,345 4,805 14-9 337°4 2°8 4-0 16-9 
6 253 344 1,464 4,143 13°8 314°8 2-9 | 3°7 10-0 
4 ' 219 333 1,461 4,567 11°4 338-6 2°6 4-2 18-0 
8 ; 261 377 1,488 4,402 15-1 334-0 2°5 4°5 12:7 
be 244 421 1,627 5,078 16-9 | 379-3 3-1 3°6 18°6 
4 262 340 1,574 4,151 13-1 349°4 2-4 3-0 9°5 
9 237 376 1,687 5,066 15-0 355-4 2-2 5-1 17°5 
248 390 1,724 4,803 13°5 265°8 3°3 4°5 Rid 
| 
310 352 1,514 4,456 13-2 | 313-2 2°7 3°7 14-1 
1 234 268 H 1,699 3,861 11°5 } 217-0 2-4 3°0 7:0 
© 234 295 1,853 4,471 12°4 218-1 1-9 2°5 7:9 
2 215 251 1,476 3,652 10°7 158-7 2-2 2-4 6-6 
0 199 303 1,415 4,440 11-0 | 197-4 2-7 | 3°2 10-1 
1 195 219 1, "405 3,507 10-2 | 168-0 2-3 3°1 11-0 
1 22+ 200 | 1.214 3,061 9-1 142-7 2-1 j 3-1 9-6 
1 264 264 1,499 | 4,128 11°7 150-3 3:1 | 3°6 8-7 
2 ‘ 210 204 | 1,145 3,520 11:0 130-3 2°5 | 3°8 8-3 
4 283 170 | 1,460 3,332 11-6 | 130-2 2°4 2°8 7°5 
7 | | 
222 167 1,181 | 3,280 11°3 155-6 2:4 2°4 10-4 
2 177 144 | 1,137 2,673 9°3 146°3 2°3 1-9 38-6 
0 210 170 | 1,246 2,874 10°8 136°4 2°4 } 2-2 6°8 
0 " { 193 188 1,216 2,843 10°8 | 135°2 2°8 | 2°4 5°0 
ts : 228 168 1,305 2,880 10°7 141-5 2°5 2°7 5°2 
oD | 
— the National I Federation of Iron and Steel Manufacturers, 
Table VIL COMMODITY PRICES 
| 2 
UNITED KINGDOM U.S.A. GERMANY | FRANCE ITALY 
Cost of 
Wholesale | 1 | Wholesale | Wholesale | Living } | Wholesale} Cost of | Wholesale| Cost of 
Paine | Cost of | (Depart- | Statis- | (Statis- | (Static. Living | | Living 
| Living mentof | tisches | tisches et ba (Statis- | 
Board of | ** Econ- | | (Ministry Labor) |Reichsamt! Reichs- | Générale) tique | 
Trade omist” ws Labour) | | amt) | a ~ ad } 
July 1918/14 | \(Jan.-July) 
1913=100 1913 = wes | 1914 = 100 | 1913 = 100 1918 = 100] = 100 | 1913 = 100} is” “00 | 1918 = 100 | 1914 = 100 
, | rs | J 
| | | | 
1928 | | | | | | 
105°7 JANUARY .. 141-1 135-5 | 166 | 188-0 | 138-7 150-8 | 606-7 507 | 134°3 145 
103°7 APRIL ee 142-9 139-5 164 | 139°5 | 139-5 150-7 623-8 519 134-7 145 
95°4 JULY ae 141°1 135-9 165 | 140°8 141-6 | 152-6 623°8 519 | 132-6 | 143 
105°2 OCTOBER .. | 137°9 131°1 167 | 140-1 | 140-1 152-1 617°0 | 531 | 133-5 144 
| | | 
| | | | } 
1929 | 
108°3 JANUARY .. 138-3 130°3 165 139-3 | 138-9 153°1 630-6 547 134-7 148 
111-0 APRIL os 138-8 129°3 161 | 138-7 | 137-1 153°6 | 626-7 | 556 133°8 150 
108°2 JULY ee 137°4 128-9 163 140-4 | 137-8 | 154-4 613°0 | 555 129-5 148 
114°5 OCTOBER .. 136-1 124°1 167 | 138-0 | 137-2 | 153-5 589°5 565 127-6 149 
1930 | | | | 
1006 JANUARY .. 131-0 118-5 164 | 133-8 132-3 | 151-6 563°5 565 123-0 150 
APRIL os 123-7 112°3 155 129-9 | 126-7 147°4 548-4 | 116°6 146 
100°9 H May ee 122-0 110-9 154 | 127-7 125-7 | 146-7 541°5 572 | 114-1 144 
: JUNE ee 120-7 108-4 155 | 124-4 124°5 147°6 532°7 112-0 145 
| JULY ee 119-2 106-8 157 120-3 125-1 149°3 537-6 | 109-0 145 
. 90°7 AUGUST ee 117°8 104-7 157 120°3 124-7 | 148°8 531-7 | p 592 109°3 144 
SEPTEMBER 115-5 100°7 156 120°6 122°8 146-9 | 523-9 | 108-1 143 
OCTOBER oe 113-0 99°6 157 118-3 120-2 145-4 508-2 | 104-9 143 
, 92:7 NOVEMBER 112-0 97°6 155 115-2 120°1 143°5 493°5 597 102-9 143 
DECEMBER 108-9 94°5 | 153 112-3 117°8 141-6 | 487°6 100-1 139 
| | | 
1931 | | | 
JANUARY .. 106-9 91°3 152 110-3 115-2 | 140-4 | 483°7 | 98-2 133 
, 84°8 FEBRUARY .. 106-2 91°6 150 108-2 114-0 | 138°8 481°3 590 97-1 135 
ARCH én 105-9 91-1 147 106-7 113-9 137°7 481°7 | 96-7 135 
APRIL és 105-7 90-0 147 105-9 113-7 | 137-2 483-7 95-8 135 
May ee 104°4 87°5 | 145 | 113°3 137°3 470°1 94-2 134 
| | | 
‘London 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
e inde’ | § Omparison., 
ourtey 3 Gold index, 
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United States of Venezuela 





SUMMARY OF PRESIDENTIAL MESSAGE BY DR. J. B. PEREZ 





ERA OF PROSPERITY BASED ON PEACE AND INDUSTRY 


HE year 1930 will be a memorable one in 
the history of the United States of Vene- 
zuela, not only because it witnessed the 
Centenaries of the deaths of Bolivar and 
Sucre, Venezuela’s national heroes, as well as 
the Centenary of the Reconstitution of the 
Republic, which took place in 1830, but 
because it was marked by many notable 
achievements carried out in that great 
country under the egis of the aptly termed 
““ Government of National Rehabilitation.” 
The United States of Venezuela find them- 
selves to-day at peace with the world and in 
the enjoyment of an era of unparalleled 
prosperity which the President, Doctor J. B. 
Pérez, in his Presidential Message to the 
National Congress—the salient parts of which 
are given below—ascribes to “‘ the brain and 
guiding hand of General Don Juan Vicente 
Gémez,’”’ Commander-in-Chief of the Vene- 
zuelan Army. 


After mentioning the many artistic embel- 
lishments and works of public utility carried 
out in Venezuela in the course of the year 
under review, the President referred to the 
building of thirty-six bridges and two hundred 
and fifty-one pontoons, and to two great 
hanging bridges. 

He also referred to the decree creating the 
Ministry of Sanitation and of Agriculture and 
Stockbreeding issued by him in August, 1930. 


CANCELLATION OF THE EXTERNAL DEBT 


Dealing with the important questions 
relating to the External Debt, the Public 
Debt, and the National Internal Consolidated 
Debt, the President made the following 
declaration :— 

‘The External Debt having been can- 
celled for an amount totalling Bolivares 
23,757,034,06, the Public Debt of Venezuela 
was reduced to the National Internal Con- 
solidated Debt of 3 per cent. per annum, 
amounting to Bolivares 26,487,741,86, on 
January I, 1931. 

“The sum expended during the year in 
order to attend to the Debt Services totalled 
Bolivares 26,738,977,97, as follows :— 

Interest on the External 

and Internal Debts ... B. 

Cancellation of the Ex- 

ternal Debt 

Amortization of the In- 

ternal Debt 


Expenses 


1,367,875,81 
23,757,034,06 


1,262,391,33 
351,076,77 


B.26,738,977,97 








“The Reserve Funds of the National 
Treasury for April 14, 1931, consisted of cash 


in hand amounting to Bolivares 44,910,092,49, 
as follows : 
Amount available in the 
Bank of Venezuela 
Amount available in the 
National Treasury 


B.43,250,642,93 


1,659,449, 56 
B.44,910,092,49 
“‘It should be borne in mind that this is 
the actual sum available after covering (up 
to the present period of the financial year) 
the expenses authorized by the Budget, and in 
spite of the increasing disbursements ofan ex- 
traordinary nature incurred during the finan- 
cial year in order to attend to the various 
important needs of the Administration, chiefly 
those due to the commemoration of the anni- 
versary of the death of the Liberator. 
GOVERNMENT REVENUE AND PUBLIC SERVICES 

“Constant and well-directed efforts have 
been made by the responsible Ministry for 
the development of the national sources of 
revenue, a ceaseless control, technically super- 
vised, being exercised principally on our 
petrol production, which still holds second 
place amongst the world’s petrol markets, 
the total produced exceeding 20,153,912 tons, 
an increase of 308,976 tons on the output 
corresponding to the year 1929. 

“The Postmaster General’s Office has 
witnessed a notable improvement, both as 
regards internal and international services, 
owing to the activity of the air lines now 
functioning with the desired regularity, and 
our wireless system has benefited similarly 
thanks to the installation of a powerful coastal 
station in Maiquetfa. This important service 
will ultimately result in the establishment of 
direct telegraphic and telephonic communica- 
tions between Venezuela and Europe, such 
communications being made possible by the 
installation in Santa Rita of an extremely 
powerful station.” 

The President concluded his Message with 
the following tribute to General Gémez :— 

“When Law and Order predominate; 
when the citizen feels that his rights are 
protected and the fulfilment of his duties thus 
becomes an easy and a pleasant task; when 
there are no oppressors and therefore no 
oppressed, every individual being a member 
of a great spiritual family, the country ceases 
to be an abstract idea and becomes a pleasur- 
able reality. 

“Such is the position in contemporary 
Venezuela, which has become a living expres- 
sion of the dreams cherished by its Liberators. 
Passing through a constant evolution, Vene- 
zuela has clearly formed and defined its 
character, and this national realization is 
due solely to a personal and epoch-making 
impulse which characterizes the great task 
of General Juan Vicente Gémez.”’ 
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Attractive Life Policies 
By F. G. Culmer 


T is aremarkable feature that, in spite of the widespread 
[aepression prevailing last year, the Life Assurance 

companies in this country should have succeeded in 
effecting a largely increased volume of new business. The 
total sum assured under policies issued in 1930 was no 
less than £146,080,479, representing an excess over the 
corresponding amount for 1929 of £3,547,775. That 
figure is not inclusive of the business transacted in the 
United Kingdom by any of the Colonial Offices, which 
have very extensive connections over here. It represents 
the business done by 46 British life offices, of which 34 have 
shown increases in their individual aggregates. 

To a large extent the failure of the remaining 12 
offices to equal their performances in the previous year 
was due to the partial cessation of single premium policies. 
Prior to the passing of the Finance Act of 1930, it was 
customary for holders of large single premium policies to 
pay the premiums out of loans—usually go per cent. or 
more of the sum assured—granted as soon as the policies 
were taken out, and the interest on the loans was allowed 
to be deducted from income assessable to surtax. The 
new legislation was devised to prevent such policies being 
utilized in future for avoidance of surtax, except when 
containing a specified minimum element of life assurance 
cover. 

It is evident, from the greater influx of new business, 
that the desirability of a larger degree of protection as 
afforded by life assurance is recognized by the public, 
which is not to be wondered at in the light of recent 
statistics. It has been shown that of the value of all 
estates life assurance constitutes a proportion of only 34 
per cent., while, of about {80,000,000 collected in death 
duties, the amount available in the form of life assurance 
was not more than {£20,000,000. 

Following the disastrous aftermath of the 1927-28 
boom on the Stock Exchange, it is scarcely surprising 
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that many erstwhile anita should have resorted to 
the safe plan of investing their money in life assurance. 
At the same time, the Life Offices must be given full 
credit for stimulating a revival of interest by introducing 
to the assuring public some exceedingly attractive policies 
of an altogether new type. 

Seldom, if ever, has any kind of life policy “ caught on 
so rapidly or surely with the assuring public as the 
“Family Income” policy, which was introduced in 
varying forms by many of the leading life assurance 
companies, and a considerable amount of the new business 
clinched in 1930 is said to have been connected with 
policies of that description. The “‘ Family Income ’ 
policy is specially suitable for young married people, for, 
apart from the sum assured, it is a means of providing, 
in the event of the early death of the husband, an adequate 
income for his dependents during the years when such an 
income is indispensable. 

Different titles are given to this policy by the various 
companies issuing it, such as “‘ Family Protection,”’ 
“Family,” “‘ Safeguard,’ ‘‘ Independence,’”’ “‘ Protec- 
tor,’ ‘‘Family Provision,” ‘‘ Adequate Income,” 
‘Reinforced Income,’’ ‘‘ Guaranteed Income,’’ and so 
on, although the principles involved in each are prac- 
tically identical. Briefly, this is the main idea. Assuming 
that the policy is one of £1,000, to run for a fixed period 
of 20 years, if the policy-holder should die during that 
period, the widow or his dependents would receive (as 
in one particular case) an income of £3 a week, or £156 
per annum, until the end of the 20 years, when the full 
sum assured of £1,000 would also be handed over by the 
office issuing the policy. 

In some instances the income in the form of an 
annuity is more, in others slightly less. Under the 
‘Protector’ policy, in the event of the policy-holder’s 
early death, {250 of the sum assured is paid over im- 
mediately in order to meet current expenses; the annuity 
is {150 per annum, and at the expiration of the 20 years 
the dependents receive the balance of the capital sum, viz., 
£750. 

While these policies are based on the principle of 
ordinary whole-life assurance, in some cases they par- 
ticipate in the profits earned by the company after the 
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fixed term of years. A feature about the “‘ Independence ”’ 
policy, the basic period of which is 15 years, is that at the 
end of the latter it is optional for a widow to take, in 
lieu of a lump sum of £750, an annuity of £72 per annum. 
The “‘ Family Protection’’ policy gives an option on 
death within the first twenty years of £1,000 down and an 
income of £120 per annum for the remainder of the fixed 
term, or an income of {160 per annum and the £1,000 
at the expiration of the period. The first of these two 
options is also available under the “ Family’”’ policy. 

In the foregoing policies premiums, varying slightly 
in amount, cease at age 65. The extra cost for the 
additional benefits described above is comparatively small. 
For an ordinary whole-life with-profits assurance of {1,000 
taken at age 30, the holder would have to pay £24 3s. 4d. 
a year, whereas for a policy of the “‘ Family Income ” 
type the cost per annum is only £4 13s. 4d. more. In 
three other cases, under the ‘“‘ Family Provision,’’ and 
“ Reinforced’’ and ‘“‘ Guaranteed’’ income schemes, 
premiums are reduced after the 15 or 20 year periods. 

The “‘ Reinforced Income ”’ policy is specially attrac- 
tive. In the event of the holder dying at age 40, his 
widow would receive an immediate payment of £1,000, 
together with an annuity of £120. Invested at 5 per cent., 
the {1,000 would bring in {50 per annum, and, with the 
annuity, the widow would be provided with an income 
of £170 for the next ten years, while the capital sum of 
£1,000 would remain intact at the end of that period. 
The cost of this policy, effected at age 30, is only 
£24 os. tod. per annum for the first twenty years, after 
which, if the holder survives, the annual premium is 
reduced to {19 7s. 6d. 

All these policies are eminently suitable for a man with 
a young family, because, in the event of his death after the 
first few years’ currency of the policy, adequate provision 
is made for the maintenance of his dependents, as well as 
for the education of the children. The facilities thus 
provided ought to give a sustained stimulus to the greater 
utilization of life assurance. 

The system of paying premiums by monthly instal- 
ments which was brought into vogue two or three years 
ago remains very popular. The usual practice is to pay 
these instalments by banker’s order, or by a periodical 
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draft upon income. This easy method has rendered 
adequate assurance possible for a good many people 
who otherwise might experience a difficulty in finding 
the necessary substantial amount in advance, while the 
irksome duty of “‘ saving up’ for future years’ premiums 
is obviated. 

Limited payment policies are another popular form of 
later year assurance. At the age of 33, for instance, a man 
can ensure the sum of £1,000 being paid at his death by 
paying a premium of £25 ros. 2d. for 20 years, at the end 
of which time no further payments will be required. 
Moreover, through rebate of income tax, {51 would be 
recoverable, thus reducing the total net cost of the policy 
from £510 to £459. 

Then there are what are known as Convertible policies. 
These enable a young man at the start of his business 
career to insure his life for a substantial amount at a cheap 
rate for a period of five years. At the end of that time, or 
previously, he has the option of converting his original 
whole-life policy into an endowment assurance, which 
he would then, presumably, be in a position to maintain. 
Thanks to the enterprise of the Life Offices, there is now a- 
days no excuse for people to pass through life unassured. 
Unquestionably, there never was a time when facilities 
for life assurance were so closely within the reach of 
everybody as at present. 


Fire and General Insurance 
W exces it can be said that, on the whole, the 


experience of British Fire Insurance Companies 

in 1930 was a little more satisfactory than it was 
in the previous year, there was one outstanding un- 
favourable feature, viz. the decline in premium incomes. 
That was due primarily to the fall in commodity values all 
over the world, which necessitated the practice of rigid 
economies by all manufacturing and business concerns. 
It is, however, a very questionable policy for such under- 
takings to economize in the matter of their fire insurances, 
because, in the event of serious outbreaks, there would be 
a possibility of sustaining extra losses by reason of the 











4% interest is charged for delay in payment of Death 
Duties. You want your estate to avoid this by making 
sure that the necessary amount will be ready for payment 
at once. Securities or property would not then have to be 
sold at short notice in an unfavourable market. 
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amounts insured being inadequate. The immediate 
effect upon insurance companies of a fall in the volume 
of premiums is to cause a rise in the expense ratio, and 
this is what took place last year. 

Fortunately, in the United Kingdom last year losses 
from fire, as compared with 1929, were substantially 
lower, falling roundly from {11,778,000 to {£9,000,000, 
although the latter figure is considerably in excess of the 
totals for each of the previous six or seven years. In the 
United States, where British offices have large connec- 
tions, fire losses in 1930 showed an increase of no less than 
about 94 per cent. over those in 1929. It was in America, 
too, that the biggest falls in premium occurred, the average 
decline of the largest British and American groups 
being over 9g per cent. The outcome was an increase in 
the loss ratio of those groups of about 6 per cent. 

All the big fire insurance companies have now issued 
their reports for 1930, and, combining the figures of twenty 
of them, the result shows a decline in premium income of 
about £3,000,000 to £43,201,600, equivalent to a drop of 
634 per cent. On that premium income those companies 
earned an underwriting profit amounting to £2,645,I00, 
equal to 6-12 per cent. As compared with 1929, the 
profit was about {£380,000 down. The percentage of 
profit earned was by no means unsatisfactory, especially 
having regard to the circumstances prevailing generally. 
In Canada there was a fall of 5-77 per cent. in fire pre- 
miums, and there is little doubt that a similar state of 
things occurred in other Continents. 

There is another factor which is bound to have an 
effect, more or less, upon British Fire Insurance Com- 
panies. The latter, as is well known, operate very 
extensively almost all over the world, and in their annual 
accounts they show the sterling value of many foreign 
currencies. Consequently, they are bound to feel the 
full effect of any depreciation in foreign exchanges. One 
fact cannot be disregarded. While in the various countries 
of the world competition for fire insurance is as keen as 
ever, there is an ever increasing demand for British 
cover, owing to the security offered by the British com- 
panies. That security is enhanced by the upholding of 
the exchange value of the pound sterling in the world’s 
markets. 
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In the Accident and General Departments of the same 
twenty composite companies, results again are not alto- 
gether unfavourable. There was only a slight decline in the 
aggregate premium income, viz. £306,500, the total 
amounting to {49,161,000. Underwriting profit was 
about {£1,500,000, or, roughly, 3 per cent. of the pre- 
miums. The fact that accident business did not suffer so 
much as fire business from a decline in premium income, 
was due, to a certain extent, to the increased volume of 
motor car business towards the end of the year. 

The introduction of compulsory third party insurance 
in connection with the Road Traffic Act was one of the 
features of the year. As the Act only came into force on 
January 1 last, it is impossible to foresee how the new 
development will work out from the insurance companies’ 
point of view. As the chairman of the Royal Insurance 
Company observed at the recent annual meeting, ‘‘ We 
have not yet had sufficient experience of the Act to enable 
us to estimate its effect on our prospects of securing a 
profit on home motor insurance, but we have to recognize 
that, while the cost to the public has remained unchanged, 
and we have assumed without charge the additional 
liability in connection with hospital expenses, the rates 
have hitherto been on a basis which left little margin after 
meeting the cost of claims, and it is not impossible that the 
Act may increase rather than reduce our difficulties.” 

That seems to put the matter in a nutshell. It 
appears that no very considerable number of commercial 
vehicles and private cars were previously uninsured. 
Before the end of the year there were a good many 
proposals from motor cyclists and others who were not 
insured, and whose risks were undesirable on account of 
physical infirmity, or because the cycles or cars were old 
and not in good condition. How those risks will pan 
out remains to be seen. Whether it may eventually be 
found necessary to put rates up will, of course, depend 
upon the effect of the new conditions. One thing may be 
regarded as certain: There will be no hasty decision on 
the matter. 

Among the multiplicity of other risks which come un- 
der the category of “‘ Accident and General ”’ insurance, 
mention may specially be made of burglary, theft and 
housebreaking. A year ago THE BANKER had occasion 
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The Adequate Income plan Incorporated A.D. 1720. 
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(1) In the event of death within 15 years : 


(a) a capital sum, payable immediately of 
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to refer to these classes of business as having been un- 
profitable. Unfortunately, last year witnessed no di- 
minution in losses arising in this connection, and it is 
feared that, unless some definite improvement sets in 
before long, the insurance companies may find it impera- 
tive to advance their scales of rates to insurants. 

Developments in civil aviation continue to afford 
scope for insurance activities, but, even now the business 
can scarcely be said to have grown out of the experi- 
mental stage. The main point for consideration is that 
it is well organized, the chief insurance companies, as well 
as the influential underwriting syndicates at Lloyd’s, 
working in conjunction with the British Aviation In- 
surance Group, Ltd. 

From an investor’s point of view the financial position 
of the first-class composite insurance companies leaves 
nothing to be desired. Their status in this respect is, 
indeed, strengthened as a result of last year’s campaign, 
both funds and reserves having been added to sub- 
stantially, while the balance sheets, without exception, 
make an excellent exhibit. In several instances dividends 
have been increased, and prospects of other companies 
following suit in this respect in the near future are 
favourable. 

A point for investors to bear in mind is that dividends 
are very largely, if not wholly, as in some cases, paid out 
of net interest revenue, which continues to expand, not- 
withstanding the higher standard rate of income tax 
which is now imposed. In the main, therefore, trading 
profits are always available for the purpose of swelling 
the reserves, and thus increasing the strength of the 
companies. 

Owing largely to the generally depressed state of the 
Stock markets, the prices of insurance shares are at 
present inordinately low, and afford unusually high 
yields for this class of security. It is obvious that a 
considerable amount of capital appreciation is in store 
for the future, which fact, alone, renders the shares of 
the first-class companies exceptionally attractive, apart 
from their high intrinsic merit as permanent investments. 








9 


NI] 


Some Barclays Bank Branches in 
the Birmingham Area 
By Professor C. H. Reilly 


T is a pleasant thing to find a series of branch banks 
] in one district all by the same architect and all 

interesting and good of their kind. It is a pleasant 
surprise too when these banks are Barclays branches, 
because as far as my experience goes, w hich after five 
years of critical work for THE BANKER is a fairly extensive 
one, this bank has not in recent years been so happy in 
the choice of its architects as have the other big banks. 
Here, however, are a set of simple brick structures, 
English in character, solving very happily this difficult 
problem of the single storey bank in small towns and 
suburban districts where the surrounding buildings are 
of two or more storeys. These banks have all been 
designed by Mr. E. C. Bewlay of Messrs. Peacock & 
Bewlay of Birmingham. Mr. Bewlay, however, has more 
than a Birmingham reputation. At the present moment 
he is one of the four vice-presidents of the Royal Institute 
of British Architects. The general motive behind Mr. 
Bewlay’s work is the English late eighteenth century 
architecture, but given in each case a certain individual 
charm and character. This Georgian way of building is of 
course very suited to our small country towns. It means 
buildings far simpler in general mass and composition, as 
well as more delicate and refined in detail, than the 
Victorian and Edwardian work which followed, and the flat 
elegant facades it produces make excellent street fronts. 
The suggestion too of a rather haughty Whig aristocracy 
which Georgian architecture generally contains is not 
without its use in giving to bank buildings a certain 
desirable aloofness among ordinary business and domestic 
premises. The modernist of course ought to be able to 
give similar suggestions with his new methods of design, 
but the fact is he cannot yet. No doubt he will be able 
to in time. The best so far that he can manage is to 
take the eighteenth century motives as the modern 
Swedish architects do and give them a new playfulness. 
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Mr. Bewlay does not quite do that. Although we eat less 
we are a more sedate race at heart than the Swedes. He 
takes, however, a main feature like the cornice and 
gives a hint of it in brick in some of his smaller branches 
instead of the whole thing in stone which is admirable, 
for it leaves him free to develop his lesser features like 
the doors, rightly conspicuous ina bank. There are other 
subtleties too of the same kind which will be noticed in 
due course. In small buildings it should never be forgotten 
that it is more important to consider what should be 
left out and implied than what should be put in. 


TS eeememnen. Gh St oe 
BRANCH AT SOLIHULL, NEAR BIRMINGHAM, BARCLAYS BANK 

Let us start with his delightful little branch in the 
main street of Solihull, a small country town a few miles 
from Birmingham. Here everything has been very 
carefully kept small and refined in keeping with the 
surroundings. The bricks are thin two inch ones, the 
windows, doors and over-doors are delicately modelled 
in wood and the curved cornice is merely suggested as 
has been already mentioned. The result of all this 
restraint is a most admirable little front. The two enriched 





BARCLAYS BANK BRANCHES 81 





door heads, one at either end, graceful and charming in 
themselves, and the two urns frame the building in, while 
the three well-drawn Georgian windows in between signify 
the big hall without in any way competing with the doors. 
The hipped and tiled roof, with well-marked vertical lines 
in the tiles contrasting with the general horizontal 
character of the facades, still further unifies the little 
building. Beyond these main ideas, however, there are 
one or two minor details which prove that this little 
bank is by no ordinary designer. It will be noticed how 


BRANCH AT SHIRLEY, NEAR BIRMINGHAM, BARCLAYS BANK 


cleverly the parapet above the cornice, itself very necessary 
to give sufficient breadth to the front, is slightly reduced 
in thickness at the ends to emphasize the central portion 
on which the words “ Barclays Bank ”’ are placed in gold 
letters. In this way these words are made a definite 
part of the design as they should be if they appear at all. 
Placed and emphasized as they are by the reduction of 
the brickwork of the parapet, it will be seen that they 
form a triangular composition with the two door-heads, 
the eye being thereby naturally led to them. Another 
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small refinement is the way, below the three window sills, 
the brickwork has been slightly set in. This seems to 
give the effect, with the white window frames to carry 
on the lines, of four wide brick pilasters running up 
towards the cornice, but without their really being there. 
If they were they would overload the front entirely but 
the suggestion of them is admirable. 


BRANCH AT BRIDGNORTH, SHROPSHIRE, BARCLAYS BANK 


The little bank at Shirley, a few miles out of Birming- 
ham, employs many of the same details. I like to see 
the stigmata of the designer upon his work. Here is 
the same broken brick line representing an enriched 
cornice, the same door with its graceful wooden over- 
door with broken and curled pediment, and the same 
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effect of piers or pilasters without their actually existing. 
I think this little bank with its simple rectangular shape, 
its parapet above the cornice line to give height and 
breadth to the fagades and its simple hipped roof of 
well marked tiles is as admirable a solution of the free 
standing one storey bank as the Solihull one was of the 
one storey bank in a street. The only thing that does 
not please me so well is the name, this time planted on a 
long cement panel on the frieze. The actual letters of 
course are the stock Barclays letters and they are not quite 
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BRANCH AT HALL GREEN, NEAR BIRMINGHAM, BARCLAYS BANK 


as good as they ought to be. It would pay the bank over and 
over again in reputation to get the actual letters they use 
designed by a sculptor like Mr. Eric Gill who did the fine 
alphabet Messrs. W. H. Smith & Sons use everywhere. I 
think too the long cement panel looks a little coarse and 
applied (on Mr. Bewlay’s own high standards). 

The Bridgnorth branch is an example of an old 
building very admirably adapted to its new purpose. 
The old roof and its dormers remain so that the building 
as a whole sits in the main street as it has sat there for 
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centuries. One floor, however, has been taken out, and the 
front wall has been partially rebuilt. The long windows 
Mr. Bewlay has inserted, which must give a dignified 
effect to his big room inside, are very cleve rly managed too 
on the exterior. Somehow although they are so tall they 
do not seem out of scale with the street. I think that is 
due to the strongly marked transom line two thirds of the 
way up and to the pedimented door breaking the third 
window and bringing the scale down again. If three 
such long windows had stood there alone, the front might 





BRANCH AT MOSELEY, BIRMINGHAM, BARCLAYS BANK 


have looked like that of a chapel or a school and have 
destroyed the domestic note, which it is very necessary 
to maintain in these small banks in small towns. It will 
be noticed that Mr. Bewlay has the same valuable 
vertical effect of implied pilasters but with a little extra 
subtlety obtained by the recessed brickwork, half a brick 
wide, with which he has framed his windows. This too 
prevents the windows, long and narrow as they are, 
seem ng too narrow for the brick field in which they are 
placed. 

In the Hall Green branch in a rapidly growing district 
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on the main Stratford Road just outside Birmingham, 
Mr. Bewlay has thought the site warranted a more 
monumental treatment. Here like a Palladian country 
house on a small scale he has his centre feature crowned 
with a pediment, his two wings and his central pedimented 
door. Both these pediments, the triangular one over the 
main block and the curved broken one over the door, 
seem to me a little too heavy in the detail of theirmembers. 
The one over the door too has had to be stretched unduly 





BRANCH AT GREAT BRIDGE, STAFFORDSHIRE, BARCLAYS BANK 


in order to bring it up to the level of the top of the main 
windows, which gives it too much prominence, while the 
raised stone panel under it and over the door with the 
circular leaded window all look in contrast too thin. I 
have no doubt, however, if the road is wide or if one gets 
a view of this bank down another, its bold distinctive 
outline and massing looks very effective from the distance. 
I think on the whole, however, I like better the branch 
of somewhat the same composition at Moseley, though 
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the building with its applied and perhaps rather un- 
necessary portico (as one cannot enter by it) has a curious 
suggestion of a flourishing Wesleyan Chapel. Moseley 
has now entirely lost its rural character and is definitely 
part of Birmingham. The bank from the photograph has 
obv iously to assert itself among some pretty vulgar 
neighbours. The emphasis an applied portico can always 
give was not perhaps a bad method of calling attention 
to itself. No one can say that a fairly quietly detailed 
Graeco-Roman portico is vulgar if it is not too large and 
assertive, and this one certainly isnot. Indeed it is very 
well detailed except for the top members of the cornice — 
the cymatium—which is beyond all precedent in size when 
used horizontally. This portico has the great advantage of 
being set off with plain walling on either side across which 
the architect has wisely refained from carrying his cornice. 
On the other hand he has felt the need for finishing these 
wing walls in consonance with the high finish of his portico, 
and has done this admirably with plain stone facing. 

Lastly with his branch at Great Bridge in Stafford- 
shire, in the heart of the most depressing part of the 
Black Country, we return again to an example of his 
admirable brick solution of the problem of the very 
difficult one storey small isolated bank, where dignity 
and reserve are obtained at the minimum of expense and 
display. Bank directors should remember that far more 
than for their more elaborate buildings it needs an artist to 
do these little things well. 


| Canada Life Progress through the years! 


In 1910 In 1930 In L In 1930 


Surpius Earned ... £253,390 £1,288,027 assets for Protection of Potley- 


Payments to Polic holders and 
fine”. _ 984,051 4,756,243 holders... . 28,387,829 $38,676,400 


Total Premium Income 1,035,793 6,840,008 New Assurances Paid for ... 2,014,741 27,133,220 
Total Income from all Sources 1,448,407 9,352,674 Total Business in Force ... 26,357,813 208,707,424 
The Canada Life keeps well ahead of the times, and its policy of “ fair and square dealing,” which began with its 
founding, 84 years ago, has been continuous. 

Never has this Company contested a claim on a technicality, and from its inception it has paid dividends to 
policyholders every year. Even during the Great War and Influe nz7a epidemic, not one pound of reduction ia 
dividends was necessary, and for the past thirty-one years its high dividends to policyholders have never been 
reduced, but, on the other hand, have frequently been increased. 
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